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WESTERN EUROPE IN POSTURE OF DEFENCE 


| ae more than three years after the victorious conclusion of the 
Second World War, it has again become necessary for the King, in his 
Speech from the Throne at the opening of Parliament, to make direct allusion 
to “a threat to peace”. The words, used in such a context, carry a solemn 
warning, which should reinforce in the public mind the lessons taught by the 
failure to resolve the Berlin dispute by referring it to the United Nations. 
Very few informed observers, of course, had any expectation that the refer- 
ence would have a practical outcome; they looked to the debates to elucidate 
the dangerous international situation, not to bring it to an end. This at least 
has been effectually done. It is now evident to all the world, and not merely 
to practising politicians and diplomatists, that the Security Council is quite 
helpless to prevent the outbreak of world war in the only circumstances in 
which it is possible, that is, when Powers of the first rank are ranged on 
opposite sides of a dispute. It is no reproach to the planners of U.N. that 
this fact should be thus nakedly revealed; they embodied in the Charter their 
frank recognition that collective security, as a preventive of war, could 
operate only where the Great Powers were unanimous. But the sessions in 
Paris have further demonstrated that neither the Assembly, nor any body of 
mediators within the organization, such as the six lesser Powers temporarily 
holding seats in the Security Council, can use its machinery to settle a dispute 
by persuasion, if the delegate representing one of the parties to the dispute 
has come with obvious instructions from his government neither to seek nor 
to concede any compromise. The United Nations is undoubtedly capable of 
many services to international law and order, and of contributing to build 
up the mutual understanding which in the long term is the only solid founda- 
tion of peace. It should command the loyal and active support of all those 
who founded it with such high hopes three years ago. But it can do nothing 
to terminate the present quarrel between Russia and the Western Powers; and 
it is essential to make this lamentable truth clear to the peoples, from whom 
governments draw their strength, in order that they may appreciate that the 
danger besetting them has to be faced, here and now, under the sternest 
conditions of power politics. 

The consequences of this elementary fact were drawn out by Mr. Winston 
Churchill in the Debate on the Address, in which he reiterated much of what 
he had said in his speech to the Conservative Conference at Llandudno three 
weeks before. The words that attracted most public attention in the latter 
speech were these: 


“We ought to bring matters to a head and make a final settlement 
Western Nations will be far more likely to reach a lasting settlement, without 
bloodshed, if they formulate their just demands while they have the atomic power 
and before the Russian Communists have got it too.” 


These words, taken from the middle of a long speech, have been widely 
interpreted as a veiled proposal that preventive war, waged with atomic 
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weapons, should be levied upon the Russians at an early date. Read in their 
context, they do not convey that impression, and it is certain that the audience 
which actually listened to the speech did not understand the orator in that 
desperate sense. Mr. Churchill, as the newly published first volume of his 
war memoirs shows, broods continually over the diplomatic humiliations of 
1938. He is not alone in that; Mr. Dewey at Salt Lake City, while he was still 
universally regarded as the next President of the United States, started one 
of the most important speeches of his campaign from the proposition “There 
must not be another Munich”. The situation of ten years ago has not in fact 
recurred. For instance, one notable factor making for “appeasement” is not 
now present, for it is not necessary to convince either the peoples of England 
and western Europe or the detached power of the United States that all the 
plausible claims of the aggressor have been met before calling a halt by the 
threat of armed resistance. Nevertheless Mr. Churchill draws the right moral 
from the history of that perilous time. Mr. Chamberlain went to Munich 
desperately handicapped by having to face an adversary who was well aware 
that the available armed force supporting him was negligible. We have now 
to look forward to months, possibly years, of ruthless negotiation with a 
Power as little susceptible to peaceful persuasion as was Hitler at his zenith. 
It is essential, in treating with the Soviet, to be able to negotiate from strength; 
but the only strength that can immediately be matched with the vast Russian 
man-power now under arms is provided by the atomic weapon. There is no 
alternative, in the immediate present, to reliance upon the possession of this 
weapon in support of argument. But it is not a permanent advantage, and 
little good will come of it unless, behind its temporary shelter, the Western 


Powers bend their efforts to create more lasting sources of strength, which 
will enable them indefinitely to confront the East with an impregnable struc- 
ture of defence—including the power of irresistible counter-attack in reserve. 


Power and Persuasion 


HERE have been many assurances that the “air lift”, as a reply to the 

Russian blockade of Berlin, is tactically adequate. At the time of writing 
the most recent was given by Mr. Henderson on November 11, when he said 
that it could be maintained not only through the winter but for many months 
beyond. It is nevertheless intolerable that the strain should be indefinitely 
continued; and it may be assumed that, after the pause occasioned by the 
presidential election in America, the Western Powers will seek an early 
opportunity to press for a general settlement, not only of the currency ques- 
tion in Berlin, but of their right to organize their own zones, in default of 
Russian co-operation, as a self-contained system. It is to enable them to 
speak with authority in these severe negotiations that the many-sided process 
of arraying their military strength has now to be hastened. 

In Great Britain especially, it is necessary that public opinion shall be 
startled before it can be reassured. It is to be hoped that this requirement has 
been fulfilled by the grave utterances of Ministers and of the leader of the 
Opposition, and that popular illusions have been dispelled concerning the 
imminent danger of war in which the world already stands. For reassurance 
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it is necessary, not only to organize the potential force available for the 
defence of the West, but also to survey the strategic map of the globe and 
be prepared with an actual plan of campaign in case of the outbreak of armed 
conflict. Such a policy will inevitably be denounced from the Kremlin as 
“war-mongering” ; it is nevertheless the best and probably the only protec- 
tion for world peace. 

The indispensable and sufficient reservoir of defensive power is in the 
United States. There is no longer any reason to doubt that American support 
for the defence of Europe will remain whole-hearted and consistent. Mr. 
Truman, after his astonishing victory in the election, emerges vastly 
strengthened by the support of majorities in both Houses of Congress; and 
whether Mr. Marshall is or is not persuaded to continue his great work at 
the State Department, it is certain that the policies associated with his name 
will be maintained. Mr Dewey for the Republican Party pledged himself, if 
elected President, to use the programme of European aid “as the means for 
pushing, prodding and encouraging the nations of Western Europe towards 
the goal of European union”. Although there is no early prospect of a 
United States of Europe with the federal structure that Mr. Dewey urges, 
this speech, read in conjunction with the record of the Democratic admini- 
stration since the war, implies a promise that a bi-partisan foreign and mili- 
tary policy will continue to sustain the efforts of the western European States 
to organize co-operative self-defence. At the same time the full adherence 
given to the principle of Western Union by the Prime Ministers of the 
Commonwealth at their October meetings in London frees the hands of the 
United Kingdom to assume any responsibilities of leadership that may be 
required. At the present juncture the most important of the subscriptions to 
the doctrine is that of Canada, which is the indispensable link for the exten- 
sion of Western Union into a regional pact for the North Atlantic. Since the 
early days of the war Mr. St. Laurent, the new Prime Minister, has been the 
foremost advocate of the conception of his country as the bridge between 
the New World and the Old; and with him in supreme control of Canadian 
policy the omens could scarcely be more favourable for the forthcoming 
conference to give North Atlantic Union concrete definition. There is good 
reason to hope that the visible strength of the founding powers will prove a 
magnet to draw Scandinavian and Iberian states into the orbit of organized 
defence; but even without them the combination of the United States and 
Canada with Great Britain, France, and the Benelux countries assures the 
possession of strength which no power in the world can challenge with any 
hope of ultimate victory. 

This combination, however, will lack the resolution to act so long as its 
more exposed members have reason to doubt whether its strength can and 
will be quickly deployed for their defence. Strategists, highly competent in 
their strictly professional sphere, have propounded plans of campaign 
whereby, in case of war with the Soviet, the Russian armies shall be per- 
mitted to overrun Europe to the Channel and the Pyrenees, but the British 
Isles shall be retained as a fortified air base from which they may be subse- 
quently bombed out again by the irresistible weight of American armament. 


> % 636 
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It cannot be too strongly declared that such a strategy would not win the 
supposed war even in the long run. It would be sound only if the territory 
proposed to be temporarily abandoned were mere desert. It is in fact the 
heart land of the civilization we desire to protect. No one who understands 
how precariously liberal government in France and Italy already maintains 
itself against the threat of extremist parties to the left and right can be under 
any illusion about the impossibility of preserving the ancient cultures of 
these great nations through even a short period of Communist occupation. 
It should be an axiom of Western strategy that the permanent line of defence 
must be drawn far to the east of France. 

Such a line can be held only if the nations which must man it can not only 
rely implicitly upon their ultimate supports beyond the Atlantic, but also 
possess mutual confidence in one another. If western Germany, as pawn for 
an eventual United Germany, is to be retained for the civilization to which, 
in spite of all the outrages committed upon it by her rulers, she necessarily 
belongs, the Germans must be given a sense of responsibility for sustaining 
the resistance on a line that will run across their territory. At a date when 
the new generation coming to maturity has been indoctrinated from child- 
hood with the virus of National Socialism, it is still scarcely to be con- 
templated that western Germany shall be rearmed for its own defence. The 
restoration of German industry, however, and of German responsibility for 
at least its management, is indispensable to the strategy of making western 
Germany a stable unit in the economic integration of the West. With proper 
guarantees, the Anglo-American policy of beginning the restoration of a 
demilitarized Ruhr to German control can be made an element in the 
organization of security. It has, however, already incurred the disapproval 
of France, apprehensive as always, and with reason, of anything that may 
lead indirectly to the recovery of German military strength. The Western 
system requires both an economically strong western Germany and a France 
willing to co-operate confidently in a defence policy by which such a Ger- 
many as well as herself shall be protected. The two factors, probably, can 
only be reconciled if France can be assured that the forces to be made 
immediately available by her allies for the defence of Europe are on such a 


scale that the rising industrial strength of Germany is overshadowed as a 
military menace. 


British Rearmament 


HUS the rearmament of Great Britain, which is required as the nation’s 

contribution to the support of Western and North Atlantic Union, has 
also to be viewed particularly in its bearing upon the restoration of confidence 
among the continental Powers and especially France. In a purely strategical 
calculation, it seems clear that the most effective deployment of British man- 
power in industry and under arms against the risk of war would concentrate 
heavily upon the element of strength in the air. Warned as we have been by 
no less an authority than Lord Douglas of Kirtleside, we dare not leave the 
R.A.F. “dying on its feet”. On the other hand, there has always been and 
still is in the minds of our continental allies a habit of testing the sincerity of 





SI VIS PACEM... - 


our commitment to their support by our readiness to guarantee substantial 
land forces for operations beyond the Channel. These two considerations 
have to be balanced against one another in the discussions on defence which 
will be crucial in the present session of Parliament. Because the Govern- 
ment two years ago undoubtedly failed in their trust when they abandoned 
their own estimate of the defence needs of the country in deference to pressure 
from their own back-benchers, it does not necessarily follow that the direct 
reversal of the decision then taken to cut short the period of compulsory 
service is the only way for them now to acknowledge their sense of the 
urgency of the danger. Certainly our main reliance, in equipping ourselves 
to contribute to a plan of warfare on land, should be upon the success of 
the present efforts to stimulate voluntary recruitment to the regular and 
Territorial armies. The measure of the conscript army we need is dictated 
mainly by the desirability of relieving the volunteer forces of the necessity 
to provide for their own reserves. 

The corollary of Western Union, and of North Atlantic Union, is national 
union at home. If this country is to emerge from its pressing dangers, the 
defence issue has to be lifted out of the rancour of party politics, even and 
especially at this season of increasing bitterness at Westminster. It will be 
difficult, for the ramifications of defence policy spread far. Great forbearance 
is required between parties, and even within parties. Before the Berlin dis- 
pute became so threatening, the Government had laid their economic plans 
in the hope of rendering the country independent of Marshall aid by 1952. 
There was no margin for emergencies. It is inevitable that the diversion of 
a substantial part of our man-power and industrial resources to the amplifica- 
tion of defence shall gravely disturb the time-table. Almost certainly the 
Government will be compelled to disappoint some of the most cherished 
desires of their supporters for further instalments of social reform. Some 
urgently needed measures of post-war recovery may have to be postponed, 
although it is to be hoped that housing, the most urgent of all, will not be 
allowed to suffer. There is good reason to believe that Mr. Attlee and his 
principal colleagues are patriotically determined to place first things first, and 
not to shrink from actions which will be unpopular on the Labour left wing 
but are required for the national safety. But while they acknowledge their 
duty to subordinate party plans and doctrines to the good of the country, 
they are entitled to expect understanding and sympathy on the other side of 
the House. They will have to inflict austerities and create disappointments 
in the country which might be easily used against them in the electoral battle 
which is already looming on the horizon. The Conservative Party is called 
upon to show a scrupulous and delicate sense of responsibility in pressing 
upon the country its claim to return to power without using the many easy 
but unfair advantages that will present themselves as a result of the embarrass- 
ment in which the Government is placed by the threat from abroad. A 
bi-partisan defence policy has somehow to be attained; for it is as true as it 
was in 1940 that the survival of this country and its liberties depends upon its 
ancient and tested power to subordinate, without betraying, the political prin- 
ciples dividing parties to the underlying unity of the national faith and interest. 





THE AUTUMN CONFERENCES 


THREE ORGANS OF COMMONWEALTH CO-OPERATION* 


HE long-awaited Meeting of Commonwealth Prime Ministers} has now 

taken place, having more than fulfilled the hopes its announcement had 
aroused. So, too, have the Commonwealth Parliamentary Conference and 
the African Colonial Conference, both of which contributed much in their 
own way to the sense of partnership within the Commonwealth. It is not 
often that London has had an opportunity of welcoming so many dis- 
tinguished representatives from the Empire overseas at one time, and the 
experience has been stimulating and fruitful. Faith in international con- 
ferences may have declined in recent years, but that only underlines the 
significant impression of a new and more dynamic phase in Commonwealth 
relations which these conferences have left behind them. 


The African Colonial Conference 


HE African Colonial Conference had about it a slightly self-conscious 
air of high-minded experiment. It was an experiment in trying to bring 
into closer contact and closer partnership the peoples of Africa and those 
responsible for their government. For the first time representatives from all 
the British colonial territories in Africa came together to discuss the problems 
of their continent. Nigeria, the Gold Coast, Sierra Leone, Gambia, Kenya, 


Uganda, Tanganyika, Zanzibar, Northern Rhodesia, Nyasaland, all were 
represented. From them came more than seventy delegates, of whom more 
than half were Africans. They were mostly drawn from the unofficial 
members of the Legislative Councils, some having been elected, others 
appointed to them. The field to be surveyed by the conference was wide, 
including economic development, agriculture, education, local government, 
medical services, public relations and defence. In a sense it was so wide as 
to preclude, in many cases, effective detailed discussion. And this difficulty 
was accentuated by the need to cover ground common to many colonies. 
Even with the division of the conference into East and West African sec- 
tions, this still meant that much time was spent upon generalities. But, of 
course, the conference was not primarily intended to produce practical solu- 
tions to practical problems. It was fundamentally designed to promote a 
wider understanding of African problems and of the evolving relationship 
between the United Kingdom and her colonial peoples in Africa. Important, 
therefore, though the discussions were, equally important was the oppor- 
tunity which delegates were afforded of hearing authoritative accounts of the 
problems and policies of the United Kingdom. Here the speeches delivered 
by members of the Cabinet, including Mr. Morrison, Mr. Noel-Baker, 

* This article takes the place of the customary quarterly note on Commonwealth Relations. 


} This is the officially adopted title. Where the meeting is referred to below as a 
conference, the term is not to be interpreted technically. 
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Mr. Creech-Jones, Mr. Dalton, and also Field-Marshal Montgomery and Lord 
Trefgarne, Chairman of the Colonial Development Corporation, contributed 
much to the value of the meetings. From these speeches, too, the delegates 
acquired a wider understanding of the place of Africa in the Commonwealth 
and the world to-day. 

The African Conference afforded an opportunity which was not neglected 
for the enunciation of British colonial policy. Mr. Herbert Morrison 
defined it in these terms, which deserve to be recorded: 


“We seek to bring about, in partnership with the colonial peoples, the growth of 
responsibility in government, the improvement of social and educational standards 
and the economic development of their territories. We would foster a friendship 
based on understanding and co-operation for common ends, which has its roots in 
freedom and responsibility. 

“We believe, moreover, that economic and social progress and the growth of 
political responsibility are interdependent. Political responsibility without 
economic vigour is not freedom. Economic development without social and 
political progress is the reverse of freedom. But all three, with their full responsi- 
bilities, add up to our idea of democracy. . . .” 


Throughout there was no mistaking the interest, even the enthusiasm, of 
the delegates for rapid economic development in Africa. The cry was for 
more technicians, more capital goods, better transport. “Britain”, declared 
the Oni of Ife, “‘must give us the staff and give us the equipment and we shall 
do the job.” But, as Mr. Dalton explained, it was not all quite so simple as 
that. Britain lacks the equipment, and many colonial posts requiring tech- 
nical qualifications remain unfilled because of lack of candidates. The problem 
that emerged was, therefore, the familiar one of how to make the best 
possible use of the limited resources available. 

Of the results of the African Conference it is possible to write with some 
confidence. It was successful. Much was gained simply by bringing to- 
gether representatives of the African colonies so that they could get to 
know each other and realize how much there was in common among the 
problems which confronted them. From ita real sense of partnership seemed 
to emerge. The conference also enabled the delegates from Africa to under- 
stand better the aims of colonial policy. In this way some misgivings were 
removed. One opportunity, however, was missed. The assembly of the 
conference in London provided an excellent opportunity for educating people 
of the United Kingdom in their colonial responsibilities. But the fact that 
so large a part of the proceedings were held in private meant that the wider 
public knew nothing of the detailed discussions that took place. This is to 
be regretted. 


The Commonwealth Parliamentary Conference 
HE first Commonwealth Parliamentary Conference held since the war, 
and the largest ever held in the history of the Commonwealth, took 
place in October. There were present delegates from thirty-six Parliaments 
in the Commonwealth (including Eire), and among them were to be found 
many distinguished personalities. 
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The delegates took the opportunity of their visit to see a good deal both 
of industrial development in the United Kingdom and Northern Ireland and, 
also, something of conditions on the Continent. A number visited the 
British and American zones in Berlin. The conference itself was opened by 
the Prime Minister, and many of the succeeding discussions were introduced 
by Cabinet Ministers or Opposition leaders. These discussions ranged over 
a wide field, covering migration and economic conditions, defence and 
foreign affairs and, appropriately, the working of parliamentary government 
in the Commonwealth countries. From these discussions emerged wide sup- 
port for the view that the Commonwealth should be strengthened as a 
closely knit group of States strong enough to resist the forces of aggression 
and, also, the feeling that it was desirable to go beyond the Brussels Five- 
Power Pact in order to integrate western Europe as a whole. It also deserves 
to be recalled that the general consensus of opinion was that the future name 
of the Empire Parliamentary Association should be the Commonwealth 
Parliamentary Association. 


The Meeting of Commonwealth Prime Ministers 

HE Meeting of Commonwealth Prime Ministers, which assembled at 

No. 10 Downing Street on October 11, was in direct line of succession 
to the conferences held in London in 1944 and 1946. It was not an Imperial 
Conference, but an informal gathering with no large teams of experts and no 
carefully prepared agenda for the meetings. Its purpose was to survey 
general questions of common interest, and to explore problems confronting 
the Commonwealth by frank exchange of views among the representatives 
of its partner nations. The hope was that from these informal discussions a 
broad identity of view on major lines of policy would emerge. This hope 
was fully realized. 

Not all the Commonwealth countries were represented by their Prime 
Ministers. Mr. Fraser came from New Zealand. Mr. Mackenzie King came 
from Canada, but was unfortunately unable to be present at any of the 
plenary sessions of the conference because of ill health. He did contribute 
to those more intimate conversations which took place during the meeting 
and which one believes to have been of great value. His place at the plenary 
sessions was taken first by Mr. Norman Robertson, the Canadian High 
Commissioner in London, and during the second week of the conference by 
the Prime Minister designate, Mr. St. Laurent. The three Asian dominions, 
whose participation at this conference in itself gives it a place in history, were 
all represented by their Prime Ministers. Pandit Nehru came from India, 
Mr. Liaquat Ali Khan from Pakistan and Mr. Senanayake from Ceylon. On 
the other hand, Mr. Chifley, who had been in London as recently as July, 
was represented by Dr. Evatt. Dr. Malan, whose narrow majority and recent 
accession to office were sufficient to explain his reluctance to leave South 
Africa himself, was represented by Mr. Eric Louw, who was simultaneously 
leading the South African delegation to the Assembly of the United Nations 
in Paris. Southern Rhodesia once-again had Sir Godfrey Huggins, recently 
confirmed in office by a decisive victory at the polls, as its representative. 
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Eire was not invited. This followed closely upon statements by Mr. Mac- 
Bride and later by Mr. Costello, during his visit to Canada, that Eire was not 
a member of the Commonwealth and intended shortly to repeal the External 
Relations Act, which constituted her one remaining link with the Crown. 

The conference acquired enhanced importance from the fact that it met 
at what was surely a turning-point in the history of the Commonwealth. 
Within, many problems had come to the front since the war which might be 
eased, if not solved, by friendly discussion among its member nations, even 
though clearly inappropriate for discussion in plenary session. Chief among 
these was the running sore of Kashmir, but there was also the longer-standing 
Indo-South-African dispute and the still-unresolved problem of Eire’s rela- 
tionship with the Commonwealth, which acquired a new significance because 
of the more fundamental question implicit in it: can a republic be associated 
with the Commonwealth, the symbol of whose unity is the Crown, and if so, 
how? In the answer the Asian dominions, and possibly South Africa, are 
deeply concerned. Without, the conference had to determine its reaction to 
the threat of Communist domination in both West and East and to define 
its attitude towards Britain’s participation in Western Union. Foreign affairs 
were certain, therefore, to loom large in its deliberations and, in the existing 
state of world tension, to be closely related to defence. Of fundamental 
importance also were the further steps to be taken in co-operation to assist 
economic recovery. 

But if the problems confronting the Commonwealth Conference were 
widely recognized, so, too, was the feeling that their very challenge provided 
an opportunity of the kind to which the Commonwealth had so splendidly 
responded inthe past. Here the positive approach of the Asian Prime Ministers 
was from the firsta source ofencouragement. Before the conference got down 
to business Pandit Nehru declared that India recognized that in the modern 
world there was no place for an isolated state, and that he was prepared for 
close co-operation with the Commonwealth. This desire for co-operation 
was echoed by Mr. Liaquat Ali Khan, who reminded the conference that 
they represented between five and six hundred million people anxious to 
work together. Mr. Senanayake expressed the significant hope that Com- 
monwealth Ministers would visit one another more frequently. Less positive 
was Dr. Malan’s statement in the House of Assembly on September 1, in 
which he said that his Government recognized the Commonwealth as an 
inner circle of nations with whom South Africa had peculiarly close ties. 
“But”, he added, “‘it must be clear that South Africa maintains its close rela- 
tions with the Commonwealth of its own free will and not under pressure.” 
The South African representative at the conference, Mr. Louw, observed 
later that South Africa’s participation in the talks was conditioned by strict 
observance of the principle of “South Africa first”. 

The plenary sessions of the Commonwealth Conference were compara- 
tively few, and their informal character precluded any but the most general 
reference to the course of the discussion at them. They began on October 11 
when, after tributes to the United Kingdom and speeches of welcome whose 
warmth took some of the overseas representatives a little by surprise, the 
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conference heard from Sir Stafford Cripps a detailed account of Britain’s 
economic plans for the next four years. As at the African Conference, great 
stress was laid once again on the dearth of capital equipment throughout the 
Commonwealth, but in general the overall picture was not felt to be dis- 
couraging. At the subsequent discussion on economic affairs, attention was 
concentrated on how to increase the volume of trade within the Common- 
wealth and the sterling area, and how to redress the balance with the dollar 
area by increasing exports rather than by cutting down imports. This is a 
point with which Canada is much concerned. 

The discussion on foreign affairs was opened by Mr. Bevin with a survey 
of world problems ranging from the Mediterranean to the Far East. At this 
meeting Mr. Malcolm Macdonald, the Commissioner General in South-East 
Asia, reported on the situation in Malaya. The conference placed their faith 
not only in resistance to Communist aggression in Asia, but, also, on the 
more positive means for countering it by raising the standards of living, 
especially for the less-developed countries of the world. 


Republicanism in the Commonwealth 

— the three plenary sessions the remainder of the first week was 

devoted to informal discussion, wholly in keeping with the character 
of the conference. This allowed for opportunities in which more delicate 
questions, such as India’s future relationship with the Commonwealth, could 
be explored, and at which Lord Mountbatten, with his immense prestige in 
India, and Mr. Mackenzie King, in his capacity as an elder statesman, are 
believed to have played a full part. It was also during this interval in the 
plenary sessions that the Prime Ministers of Canada, Australia and New 
Zealand took the initiative in bringing together the United Kingdom and 
Eire Ministers to discuss the problems likely to be raised by Eire’s repeal of 
the External Relations Act. The conference which followed at Chequers 
was concerned with ways and means of mitigating the consequences of 
repeal, not with any attempt to dissuade the Irish Government from its 
decision. The consequences of repeal, however, did not appear any less 
formidable upon examination. It was recognized that the principal difficulty 
lay in persuading foreign countries to permit continued discrimination in 
favour of Eire both in trade preferences and citizenship rights. Whether the 
problem thus raised can be solved by the discovery of a new formula, or on 
the basis of reciprocal citizenship arrangements, remains to be seen. It was, 
however, recognized that it was all to the good that the oversea dominions 
with a particular interest in Irish affairs should play so full a part in their 
discussion. The Irish representatives, Mr. MacBride and Mr. McGilligan, 
left Chequers entirely satisfied with the friendliness of the talks. 

The Chequers Conference focused attention as much oz the question of 
India’s future relations with the Commonwealth as on those of Eire. The 
Indian draft Constitution is a republican Constitution, and implicit throughout 
in its provisions is the assumption that a republican form of government will 
be adopted. To that extent, therefore, it was recognized that the Indian posi- 
tion was likely in the near future to approximate to the Irish on the strictly 
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constitutional side. But, equally, it was evident early in the conference that 
the Indian approach to Commonwealth affairs was likely to be more positive 
than the Irish. The opportunities for discussion of the constitutional issues 
involved were not neglected, and it was clear that the visiting Ministers felt 
that personal discussion had contributed far more towards a full and proper 
understanding of the position than written communications could ever 
have done. 


Western Union 


URING the second week the plenary sessions, at which Mr. St. Laurent 

was present, were devoted to the all-important questions of foreign 
affairs, particularly in relation to Europe and to Western Union, to defence 
and to the possibility of improving the machinery for Commonwealth 
co-operation. In the field of foreign affairs and defence a wide and encourag- 
ing measure of agreement was reached. The starting-point was a reaffirma- 
tion of faith in the ideals of the United Nations and a determination “to 
work together and with other governments to establish world peace on a 
democratic basis”. Among the aims on which they were agreed was the 
strengthening and revival of democracy in Europe. But they went much 
farther in recording their determination to “build up the economic strength 
of their countries to deter and resist aggression”. In this context United 
Kingdom participation in Western Union on the basis of the Brussels Pact 
was cordially supported. The concluding statement declared that the Com- 
monwealth countries had noted the association of the United Kingdom with : 
the other western European nations under the Brussels Treaty, and, regard- 
ing this association as a regional group within the terms of the United 
Nations Charter, they generally agreed that “‘it was in accordance with the 
interests of the other members of the Commonwealth, the United Nations 
and the promotion of world peace”. It was also specifically agreed that 
other Commonwealth Governments should be kept in close touch with the 
progress of this co-operation with western Europe. 

On the domestic side the conference suggested a welcome movement 
towards closer co-operation. A committee was set up to examine various 
proposals for the improvement of the methods of consultation. The fact 
that its report has been referred back to the individual governments for 
decision may indicate that something wider than modifications in the existing 
machinery is contemplated. The very particular emphasis that was placed, in 
the final declaration, upon the value of the discussions which had taken place 
suggests that here more frequent meetings of ministers was very much in 
mind. In this context it was no doubt not overlooked that the United King- 
dom had often declared, not only its readiness, but its positive desire to see 
a Commonwealth Conference held in any Commonwealth capital which 
happened to be the most convenient or appropriate meeting-place at any 
particular time. 

The conference placed on record their recognition of Ceylon’s indepen- 
dence and affirmed that Ceylon enjoyed the same sovereign independent 
status as the other self-governing countries of the Commonwealth, which are 
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members of the United Nations. This pronouncement reflected the sense of 
injustice aroused by Russia’s use of her veto to exclude Ceylon from United 
Nations membership. 

Finally, the status of High Commissioners was considered. It is well 
known that for some time it has been felt that neither the status nor the 
designation of High Commissioner was appropriate to the predominantly 
diplomatic duties they discharge. But while there was general agreement 
that their status should be raised there was no happy answer to the search 
for an appropriate title. It was agreed that precedence among them should 
henceforward be in accordance with the date of appointment. Shortly after 
the conference had dispersed Dr. Malan declared that he would try to have 
the status of the South African High Commissioner in London raised to the 
rank of Ambassador. 

A conference which is devoted to frank, informal exchange of view cannot 
promote publicity about its discussions without imperilling the spirit which 
underlies it. Nor can it take action in fulfilment of agreements reached 
without prior consideration by each Commonwealth Government. For these 
reasons the success of such a conference is not to be measured by the scanty 
published record of its proceedings. But, if one may judge by the spirit in 
which its deliberations were conducted, there can be no doubt whatever of 
its success. The presence for the first time of representatives from the three 
Asian dominions contributed to the emergence of a broader and no less 
positive outlook. As the official statement so justly remarked: 


“These new representatives of sovereign nations brought to the deliberations of 
their colleagues the wisdom of their ancient civilizations, vivified by the dynamism 
of the modern age. This blending of West and East in the lofty task of building a 
lasting peace on the foundations of freedom, justice, and economic prosperity 
provides a new hope for harassed mankind.” 


It was significant, too, that one of the most striking tributes to its work 
came, not from a representative of one of the older dominions, but from one 
of the new. It was Mr. Liaquat Ali Khan who said: 


“T believe the Commonwealth has a very important réle to play in world affairs, 
a role which is, can be and should be, for the benefit of humanity. Since India, 
Pakistan and Ceylon have come into the Commonwealth its complexion has 
changed—now it is a Commonwealth of free nations who believe in the same way 
of life and in the same type of democracy. 

“To my mind their ideas are even stronger than racial ties. . . . It is my desire— 
and Pakistan would play its part fully—that the members of the Commonwealth 
should come closer together and as a united family make their contribution 
towards the maintenance of peace and the progress of humanity.” 


All this is very important, for it had hitherto been widely assumed that 
the new dominions from Asia would strengthen the centrifugal forces in the 
Commonwealth. But it would seem that precisely the opposite has happened, 
and it is in the light of this that the omission of “British” is to be viewed. It 
is an implicit, and not the first, recognition of the emergence of a new 
phase in Commonwealth development, most happily described by His 
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Majesty the King when he welcomed the Prime Ministers at Buckingham 
Palace: 


*. . » Our Commonwealth has always stood for certain principles, fundamental 
to the good of humanity; it has never countenanced injustice, tyranny or oppression. 
The self-governing members of our Commonwealth have always embraced peoples 
of different upbringing, social background and religious belief; they have all had 
this in common that they were peace-loving democracies in which the ideals of 
political liberty and personal freedom were jealously and constantly preserved. 
Whatever outward form our Commonwealth may assume in the future, the prin- 
ciples which inspire it must prevail in the world. . . .” 


But while the conference was encouraging beyond all reasonable expecta- 
tions, that is not to say that all the problems of the Commonwealth have been 
solved by it. What is needed now is a consistent attempt to maintain the 
spirit of co-operation created during the conference, and it is for that reason 
that many hopes will be placed upon the decisions to be announced about 
machinery for closer Commonwealth co-operation. 





FRANCE—THE SICK MAN OF EUROPE? 


(Translated from the French) 
THE UNRESOLVED CRISIS OF THE THIRTIES 


HE title of this essay is borrowed from a recent article in The Economist,* 

which provoked a lively reaction on both sides of the Channel. The 
article rightly gave plain and pointed expression to an anxiety which is 
widely felt throughout the free world and in our own country. No one 
doubts that a strong France is essential to the reconstruction and to the 
balance of Europe, yet everyone can see that France seems to be slipping 
into economic chaos and political disruption. France is needed but found 
wanting. Is that a contradiction to which we must permanently reconcile 
ourselves, or may we hope for one of those spectacular recoveries of which 
the history of France can show more than one example? 

Correspondents in France of the great foreign newspapers interpret the 
French crisis as a rule in these terms. They point out that the material 
conditions of recovery are all present, that agricultural and industrial produc- 
tion has reached or passed the pre-war level, that the economic disease is 
primarily financial and monetary. The budget deficit encourages inflation, 
the excess of purchasing power leads to rising prices and the vain attempt 
of wages to catch up. The farmers, having no confidence in the currency, 
decline to deliver their products. There is no way out of the vicious circle 
except to decide on a clear policy—whether it relies on controls or on supply 
and demand is of secondary importance—and to apply it consistently. But 
a divided Assembly of Communists and anti-Communists, Third Force and 
Gaullists, brings forth only coalitions, which are doomed from birth to 
ineffective compromises. Inflation paralyses the economic revival which the 
workers and peasants of France have by their labours brought within their 
grasp. Stabilization requires a lasting, resolute and unanimous Government; 
but how is a country divided into three d/ocs to give itself such a Govern- 
ment? Therein lies the reason why observers hesitate between optimism 
and pessimism. Economically everything would point to a cure, or at least 
to convalescence, if it were not for the mistrust engendered by the violence 
of our internal differences. 

The present writer thinks this current diagnosis is broadly correct, 
although it calls for some qualification in detail. On the material side, the 
situation is less favourable than it is said to be. Politically, there is nothing 
we need not fear and yet there is some ground for hope. 

Although it is true that industrial production is 10 to 15 per cent above 
that of 1938, that year was itself 25 per cent down on 1929. Alone of all 
the countries of Europe France had never really emerged from the crisis of 
the ’thirties. On the eve of the war she was still living on her capital, and 
she has continued to do that down to the present time. The French nation 

* September 11, 1948, p. 419. 





FRANCE—THE SICK MAN OF EUROPE? 17 


is consuming more than it produces. Since 1946 the deficit in our balance of 
payments is somewhere between 1} and 2 milliards of dollars (£375 and 
£500 million), Without the Marshall plan and the Inter-European Payment 
Agreements we should have been unable to import the raw materials 
needed to maintain our industrial activity. Since the Liberation the State 
has disposed of almost all our gold and our available foreign investments. 
Now we are living on foreign credits. Once let the American Congress hold 
up the flow of dollars and the structure of our modest prosperity will at 
once collapse. 

Moreover, people are apt to forget the burden which weighs on the 
French nation. We are compelled to undertake an immense task of physical 
reconstruction. We have launched, in the Monnet plan, projects for capital 
expenditure and have already begun work on some of them. The French 
Empire and the international danger have driven us, so soon after a second 
war, to vote hundreds of milliards for the armed forces. With a level of 
production little higher than that of 1938, it is quite impossible to meet 
from the national income the cost of reconstruction, of new capital expendi- 
ture and of national defence, and at the same time to secure for the population 
a standard of life commensurate with its wishes and its habits. It follows 
that the primary cause of the crisis is the inadequacy of the total quantity of 
goods produced by the people of France as a whole. The deficit in the 
balance of payments, the excess of imports, the insufficiency of exports can 
all be traced to the fact that we have been trying at one and the same time 
to invest more and to consume more. We modernize the mines, we con- 
struct dams, we rebuild bridges and railways—and we aim simultaneously 
at raising the general standard of living. To accumulate capital equipment 
without austerity leads to a foreseeable end—inflation. “More work” and 
“better work” are watchwords which should be repeated daily. They go 
behind and beyond all our monetary difficulties, for without an increase in 
production and in productivity France can no more regain her balance than 
Great Britain. 

The inflation which was implicit in a policy of public works without 
austerity or of investment without saving (whether forced or voluntary) has 
been aggravated by the struggle between town and country and by the 
incapacity of our governors either to make a system of food-rationing work, 
as in Great Britain, or, as in Belgium, to allow free play to the mechanism 
of the market. We have combined the disadvantages of both systems and 
enjoyed the benefits of neither. From the end of 1945 we have in fact freed 
certain products, such as meat and potatoes, while rationing others, such as 
wheat, milk and butter. The inevitable result has been disparities of price 
between foodstuffs that were free and those that were rationed. For three 
years now secondary cereals, used for feeding cattle, have cost more than 
corn that was ordinarily grown to feed human beings. The rise in “free”’ 
prices provoked wage increases; and this additional purchasing power, 
thrown on the market for agricultural products, forced up prices still farther. 
In other words, we have not succeeded in distributing a basic food ration at 
fixed prices—that has been in Great Britain the only condition on which 

c 





18 FRANCE—THE SICK MAN OF EUROPE? 


some stability of wages has been achieved—nor have we had the courage to 
limit spending power, which is the only course to follow, in a time of penury, 
if goods are not being rationed. 


The Dilemma of Public Finance 

HERE are we, in these respects, now that the crops of 1948 have been 

harvested? The quantity of foodstuffs available is sufficient to feed 
the French people almost on the scale of the years before the war. There are 
no important shortages except of fats and fodder. Now the relation of prices 
to wages turns in the end on what food is available. We should be near a 
solution if we were not still suffering from the consequences of mistakes 
made in the last three years. If prices and wages are still out of balance, that 
is no longer due to the lack of goods and the concentration of the whole 
weight of purchasing power on necessities but to the loss of faith in the 
currency which has spread throughout the nation. The farmer prefers gold 
or cattle to francs because he expects francs to lose steadily in value. Not 
only can the State no longer borrow, but hoarding of goods is rampant at 
all levels by reason of the universal lack of confidence. 

This points to the vicious circle from which French economy is unable 
to-day to cut itself adrift. If the public finances were in equilibrium, the 
mechanism of the market would give everyone the assurance of an almost 
normal supply of food on the one condition that producers and middlemen 
regained their confidence in the currency. But how are the public finances 
to be brought into equilibrium so long as we are all unwilling to keep francs 
and both capital investment and reconstruction have to be paid for without 
borrowing? Inflation and the black market both play their part in further 
diminishing the returns from a fiscal system so complex and so faulty that 
by encouraging fraud it restricts the effective scope of taxation. 

That is the wheel on which we are being tortured. Are we to return to 
methods of compulsion on the farmer, when the abundance of his crops 
would rather suggest the suppression of unpopular controls? Are we to 
have recourse to authoritarian devices for forced saving in a country in 
which saving has always been a habit, and to do so because disbelief in the 
currency gives rise to frenzied buying and to the search for real values? Yet 
how are we to restore confidence while prices continue to rise, the revenue 
of the State is less than its expenditure and every increase in taxes falls on 
the same taxpayers ? 

M. Paul Reynaud made a clear choice of one of the two courses open to 
him, whatever may be thought of some details of his proposals. It was his 
aim by spectacular measures, such as the reduction of Government expendi- 
ture, the reform of nationalized industries and the enlargement of receipts 
from taxation, and by technical devices, such as the creation of a credit 
system based on gold, to stabilize the currency and to dissipate the psychosis 
of inflation. The Socialists rejected the liberal background of the Reynaud 
plan and demanded compensations for wage-earners which the Finance 
Minister thought incompatible with the whole spirit of his proposals. Suc- 
cessive ministerial crises have only aggravated the psychological and political 
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factors of the economic crisis. The Queuille Government has opted neither 
for an experiment in liberalism aimed at restoring the currency and reviving 
confidence nor for an experiment in control designed to fix the prices of 
agricultural products or even to distribute those products by rationing. It 
continues to administer current business, to gain (cr to lose) time, covering 
the deficits of a few months ahead, compensating for the latest rise in prices 
by a rise in wages and for the latest rise in wages by another rise in prices—in 
short, to live without hope in a world without perspective. 

The harvest has been so favourable that even with the political and moral 
atmosphere in which we live an acceleration of the tempo of inflation during 
the next few weeks seems unlikely. But successive Ministers of Finance 
have already announced that in 1949 several hundred milliards of additional 
revenue will have to be found. This time, even if indispensable fiscal reforms 
are carried through, there will be no chance of evading the choice of prin- 
ciple between the restoration of the currency and the general adoption of 
compulsion. No one can see how the present majority in the Assembly can 
be any more capable of making this choice to-morrow than it was yesterday. 
That majority, known as the Third Force, is made up of three parties, the 
Socialists, the M.R.P. (Momvement Républicain Populaire) and the Radicals, 
supported by a few independents or right-wing deputies, mostly from the 
P.R.L. (Parti Républicain de la Liberté). On economic subjects a majority 
of this coalition government has leanings towards control (the Socialists and 
a section of the M.R.P.) but that majority needs the support of the liberals 
who oppose control (the Radical Party). Moreover, the force of circum- 
stances, the pressure of opinion, the weakness of the State and the fact that 
the coalition is compelled for political reasons to extend towards the Right 
have meant that controls in fact are being relaxed and French economy is 
shifting slowly towards a liberal régime. The doctrinal resistance of the 
Socialists and of the Christian trade unions is strong enough to retard that 
movement and at times even to reverse it abruptly (e.g. in the recent decision 
to re-establish the meat-buying committees). The result of these vacillations 
and compromises is, here again, that “we have the worst of both worlds”. 
Instead of creating conditions in which the mechanism of the market is 
capable of functioning (by limiting purchasing power, controlling the 
circulation, restricting credit and proceeding against illicit groups of middle- 
men and others), we succeed through our weakness and our incompetence 
only in nourishing chaos. 


The Third Force and its Challengers 
IVIDED whenever action is called for, the Government majority is 
united only by a common hostility to Communism and to Gaullism. 
Yet that hostility has many shades. Some Socialists, driven to choose 
between Communism and Gaullism, would prefer the first, the majority the 
second. The attitude of Government supporters towards Gaullism covers 
the whole range from violent, intransigent and unqualified opposition to 
benevolent neutrality and even virtual acceptance. Every Government that 
we have had within the last twelve months has included a number of Minis- 
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ters whose relations with Colombey-les-deux-églises* may have been loosened 
but have not been broken. The Socialists and the M.R.P. are, in principle, 
in agreement in their opposition to Gaullism (though in fact the second of 
those parties is not its opponent). But each of the other groups represented in 
the Government (Radicals, U.D.S.R., P.R.L., and Independents) is divided, 
one section standing for and one against the Rassemblement du Peuple Frangais 
(i.e. the party of General de Gaulle). 

How are we to escape from the muddle we are in? Common sense 
answers “‘By a general election”. No one denies that the Assembly, elected 
before the R.P.F. came into being, no longer reflects the relative strength of 
parties. Moreover, two years ago we still had “three-party” rule, Commu- 
nists and anti-Communists collaborating in the Government. Thus there 
have been major changes, since the country was last consulted, which would 
justify another appeal to the electorate. But there are obstacles to a dissolu- 
tion which it has not yet been found possible to overcome. The Government 
has no power to dissolve the Chamber by decree unless two ministerial crises 
have been caused within six months by the rejection of a vote of confidence 
or the passing of a vote of no confidence. Ministries have indeed broken up 
or resigned after votes in the Assembly, but these have been so framed that 
they do not fall within the definition of a vote of confidence. It is clear that 
for this to happen is against the spirit of the Constitution, but the conse- 
quence of this sort of procedure is that no Government can dissolve the 
Assembly without breaking the letter of the Constitution. 

It would be possible for the Assembly to dissolve itself. But Deputies in 
France show perhaps even less eagerness than in other countries to face the 
risks and the expense of an electoral campaign. Some even of those whose 
sympathies are with Gaullism show no signs of impatience. Leaving aside 
this professional reluctance to go to the polls, we have to recognize the 
Socialist notion of what the fight against de Gaulle entails. In the eyes of 
Léon Blum and the Socialist leaders who take their views from him the 
Gaullist movement is to be classed historically with those of Louis Napoléon 
and General Boulanger. It is a movement of the people, carried along by a 
sudden upsurging of faith and enthusiasm. The more elections there are, 
the greater its chances of adding to its effective supporters, because there is 
nothing like success to capture the mob and to swell their enthusiasm. On 
the other hand, if Governments proceed as though nothing had happened, 
enthusiasm will gradually fade and wilt. To defeat Boulanger they once 
suspended by-elections and forbade multiple candidatures. To defeat 
General de Gaulle they have postponed local elections. 

This reasoning explains the tactics adopted by the Socialist Party and the 
M.R.P., and it also explains the refusal of the groups composing the majority 
to dissolve Parliament. Unfortunately, it is false reasoning. General de 
Gaulle owes his strength not to an ephemeral and passionate impulse but to 
the weakness and the inconsistent policy of the present régime. He is 
respected much more than loved. Apart from a fanatical minority, what 
influences his followers is their conviction that the present system is impotent 

* The village in which General de Gaulle is living. 
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and far-reaching reforms are necessary. That being so, the effort to carry 
on, which is the mainspring of Socialist thought, in the end strengthens 
rather than weakens the Gaullist movement. If there were any sign in those 
in power of a desire for reform, if the Government showed any coherence or 
consistency at all, then indeed time would be on the side of the Third Force. 
But if time only intensifies the workings of inflation, if the Communists at 
the orders of the Cominform exploit discontent by renewed strikes, then 
time is on the side not of the Coalition Government but of the Gaullist 
opposition. Apart from all this, what hope is there that a coalition represent- 
ing only a minority of the electorate can in times of such gravity as these 
exercise the authority and behave with the stability that are requisite? In 
the light of the last municipal elections, it would appear that the Communists 
command 25 to 30 per cent of the votes, the R.P.F. 30 to 40 per cent, the 
Third Force at most 30 per cent. It is the weakest of the three groups and 
the least united. It would be a miracle if it could force itself on the country 
and stay in power. 

That is the present situation: a coalition in office, representing only a 
minority, divided against itself, but held together by a refusal to face the 
electorate; a Communist opposition, determined to the limits of its power 
to paralyse the life of the country and obstruct its revival; a Gaullist opposi- 
tion, convinced that it speaks for the future and that it will come into office 
but with no means of enforcing an immediate appeal to the country. It is 
a situation in which we can see on the horizon a crisis both economic and 
political, indeed a possible convulsion. 

Impartial observers, and especially foreign observers, are astonished at 
this inability of the French to come together, at this incapacity to make a 
democratic government work. That the Communists should reject any 
agreement with others is one thing: in the well-known phrase of Léon Blum, 
they are “‘a foreign nationalist party”, they play their own hand and more 
often than not it is not the hand of France. But why should the non-Commu- 
nists, the Socialists, the M.R.P., the R.P.F., be so determined to fight each 
other, as though they were enemies, when there is no hope for the future 
except in the combination of all those Frenchmen who are determined to 
maintain France as a Western Power? Why should all appeals for unity, for 
the reconciliation of Léon Blum and General de Gaulle, fall on both sides on 
deaf ears ? 

Agreement between them, however desirable, is not for the time being 
practical politics. General de Gaulle could not accept it so long as there has 
been no election. He has scarcely any supporters in the present Assembly. 
If he agreed to preside over a coalition ministry, he would be a hostage in 
the hands of parties which hate him and which would look for the first 
favourable opportunity to destroy him. The Third Force and the R.P.F. 
can only be rival groups, one seeking to keep and the other to attain office, 
with all that goes with it in patronage, privileges and perquisites. The 
hostility to one another of rival groups, even when they stand for the same 
essentials, is often carried in France to extreme lengths. These two groups 
are in fact agreed on nothing except the Western orientation of our foreign 
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policy. In internal politics they are at variance on all essential points, since 
they differ if not on the principles of our institutions, at least on the way in 
which they shall work. General de Gaulle wishes to set up a régime which 
is at the same time presidential and parliamentary. He would bring with him 
a fresh set of politicians; he would cut at the roots of our parliamentary 
traditions. The defenders of the régime, rightly or wrongly, have persuaded 
themselves that they are defending republican and democratic principles 
when they are fighting Gaullism. 


An Estimate of Prospects 

IGHTLY or wrongly? Readers of this article will ask what is the 
writer’s own view. Although his object is analysis rather than partisan- 
ship, he will not attempt to evade that question. He believes that what 
General de Gaulle wishes to do is not open to doubt. The General wishes 
to act within the law. He is working for a constitution which would give 
wide powers to the head of the State: but not for a constitution which would 
suppress Parliament or the responsibility of Government to Parliament. 
The R.P.F. bears none of the marks of a Fascist party, with totalitarian aims. 
There is no trace of the “frenzy” which we associate with Mussolini or 
Hitler. But intentions in politics are not the only or the decisive factor. 
How will events shape themselves? No one can give a confident answer. 
If General de Gaulle forms a Government, what it will do will depend largely 
on circumstances. The deeper the economic and social crisis, the greater the 
menace of anarchy, the more divided the nation, the more certain it is that 
such a Government will be authoritarian, from sheer necessity. In other 
words, the efforts of the Third Force to delay the elections increase rather 
than diminish the danger of authoritarian rule. For the time is approaching 
when it will no longer be possible to respect forms and to make changes 
gradually. The aim of the Communists is to create conditions in which no 
legal solution will any longer be possible. There are too many Frenchmen 
who for emotional reasons and without knowing what they do are unhappily 

working towards the same end. 

The sickness from which France is suffering can be recognized by its 
symptoms—the chronic spread of inflation and the failure so often met with 
in France to form a stable Government. It seems probable that during the 
next few months, or at the latest in 1949, this sickness will reach its acute 
crisis, as a result either of Communist action or of the progress of inflation. 
It would be idle to speculate on what will be the end of that crisis. We are 
there in the realm of events and they defy prediction. It would be as easy 
to prophesy catastrophe as the opposite. If, as the result of a general election, 
a compact majority supported a reasonable Government, we might well see 
once again an astonishing recovery. Though possible, it is far from certain 
that the elections would give any group a clear majority. The R.P.F. would 
probably constitute the strongest minority, but it would need the support 
of some section of those parties which make up the Third Force. Even if it 
did not need them arithmetically in the Assembly, it would need them 
morally in the country. Any Government pledged to rebuild France within 
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the Western framework would as a matter of course have to face furious 
opposition from the Communist minority. If that minority could gather 
round itself “republican opinion”—the men of the left, Liberals and Socialists 
—the country would once more be split into two hostile camps and exposed 
to all the dangers of violence or of paralysis. 

No one should underestimate the difficulties in the way of an agreement 
between Gaullism and the Third Force. Apart from the objections which 
party headquarters would raise, there are other obstacles in the country 
itself. By their traditions, their social origin and their intellectual approach 
the men of the left feel themselves more akin to the Communists than to 
most Gaullists. It is the world situation which has opened a chasm between 
the Communists and the rest. Inside France there are quite other divisions— 
Catholics and unbelievers, wage-earners and employers, left and right. The 
regrouping of all those who are not Communists is a crying need of the 
times, but that is not always perceptible in the towns and villages where the 
old quarrels live on. 

The French people are looking not for an adventure but for something 
like the Poincaré Government of 1926. Whether we like it or not, only 
General de Gaulle has any chance for the time being of playing that réle. 
But his task would be altogether more difficult than that of M. Poincaré. 
It would be more difficult economically. Even if inflation were halted and 
some sort of balance restored, the essential long-term problem would 
remain—how to increase national production so as to ensure to the people 
a decent standard of living, without neglecting reconstruction and normal 
capital investment and without living on charity. It would be more difficult 
politically. The Communist schism hardly existed in 1926. To-day, with a 
foreign force on our own soil, we have the Red Army in Jena and by proxy 
at Prague. Political reform calls for something more than the Poincaré 
truce: it calls for a recasting of the theory and still more of the practice of 
the Constitution. How is that reform to be brought about without alienating 
republican opinion and without limiting our fundamental freedoms? How 
are opponents to be convinced that we can have the discipline we need with- 
out injustice and without oppression ? 

To add to such questions, to express all our doubts and our anxieties, 
would be easy but it would also be futile. There is a limit to all analysis, a 
point at which action must take its place. Every Frenchman has made his 
choice and thrown himself into the struggle. May the best of them not 
forget that the success of a party is worth nothing without moderation, 
that to come into power is not an end but a means, that authority can only 
endure by the consent of the governed and that no victory in internal politics 
can be consolidated unless the vanquished can be won over and opponents 
brought to collaborate. 


Paris, 
November 1948. 





INSURRECTION IN MALAYA 


COMMUNISM AT WAR WITH AUTHORITY 


N Malaya we are fighting an insurgent army. The total killed up to 

September 27, 1948, is : Civilians 162, Army 13, Royal Air Force 5, Police 29, 
and Insurgents 157. 

It is not banditry, nor thuggery, nor cold-blooded murder—it is rebellion. 
It is far from being a rising supported by the workers in the trade-union 
movements and by members of the Nationalist Political Movements in 
Malaya—in fact the insurgents represent less than 1 per cent of the total 
population in the Federation of Malaya and Singapore, and they are almost 
all Chinese—not Straits-born Chinese but China born—and all are Com- 
munists. Some of the rebels might be Tamils, and if there are some Malay 
Communists with them they are very few. 

Before the war Communism was well established in Malaya and in 
Singapore. Its organization was good, and its aim was to organize and to 
gain the control of labour. On the outbreak of war with Japan the Malaya 
Communist Party (M.C.P.) offered us its services, and though it was an 
illegal organization the offer was accepted. Two hundred of them were then 
trained in guerrilla warfare, armed, given a plentiful supply of ammunition, 
and placed in small parties behind the Japanese defences, with instructions 
what to do. They are believed to have done their job moderately well. 

After our surrender of Singapore the M.C.P. took the offensive against 
the Japanese in the outlying districts of Malaya and killed a number of them; 
but as the Japanese control tightened and the supply of arms and food 
deteriorated, they were driven farther and farther into the jungle. It was 
during this period—February 1942 to December 1943, when contact with 
Malaya had been lost—that the M.C.P. gained control of, and indeed 
dominated, the whole of the resistance movement in Malaya, which had 
been named the ‘Malayan People’s Anti- Japanese Army’ (M.P.A.J.A.). The 
Communists seized this opportunity with both hands to help them in their 
aim of establishing a Communist state in Malaya immediately the Japanese 
had departed. 

Contact with Malaya was re-established in December 1943. We then made 
an agreement with a representative of the M.C.P., who also represented the 
M.P.A.J.A., to co-operate with them in the destruction of the common 
enemy, and to arm, supply and train them to that end; but we were unable 
to fulfil our part of the bargain until 1945, when Malaya was again within 
reach of our aircraft. By this time the M.P.A.J.A. had become a very 
extensive organization throughout Malaya and Singapore, with a head- 
quarters and eight groups, each being split into a number of small camps 
hidden deep in the jungle, where the occupants lived on the produce of camp 
gardens, with help from the more developed areas. 

Once air supply was practicable, British officers, arms, equipment, clothing, 
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and money for buying food, and even food itself, came tumbling out of the 
air to the various camps in the jungle. The British liaison officers then took 
over the operational control of the guerrilleros and began the task of pre- 
paring, training and equipping them for D-Day—the invasion of Malaya. 
So as to ensure the maximum of surprise, no offensive operations were to 
take place before the day of the landing, but before Malaya was made into 
a second battlefield the Japanese had surrendered. 

On ‘V.J. Day’ 4,000 men were under arms and under the control of British 
officers, and, except for 500, all had been armed from the air. Until December 
1, 1945, when the M.P.A.J.A. was disbanded, the guerrilleros were employed 
on watch-and-ward duties, and were fully rationed and paid by us at a rate 
of about £1 a week. On disbandment all arms, ammunition and equipment, 
but not clothing, had to be handed in, and it was agreed that the insignia of 
the organization—the three stars—were never again to be worn as uniform; 
in return each guerrillero was paid a gratuity of £40 with a promise of suitable 
employment. 

Of the 6,000 who were disbanded nearly 500 failed to hand in their arms. 
It was also known that large quantities of arms and ammunition which had 
been picked up during the war and misdropped from the air had also not 
been handed in, and had been hidden in the jungle. We also knew that whilst 
the M.P.A.J.A. was disbanded the secret organization of the M.C.P., which 
remained, controlled the arms which had been held back. In this way the 
M.C.P. had kept its eye on the future—the Malayan Communist State. 


Post-war Activities to May 1948 

HE collapse of Japan and our speedy return to Malaya and Singapore, 

in such great strength, was a horrid surprise for the Executive of the 
M.C.P., which was then faced with the problem of whether to fight or to 
adopt a policy of apparent co-operation. They chose the latter. Then 
followed the Victory Parade in London, in which some of the prominent 
Communists took part, whose photographs now adorn the police archives 
of Malaya, under the classification of “Wanted. For Murder’. The story is 
told of their insistence on saluting the King with their clenched fists, and of 
the exhortations and threats which eventually dissuaded them. 

Having made their choice, the nine Members of the Central Executive of 
the M.C.P. proceeded to make full use of the organization which they had 
built up during the war. Subordinate to the Central Executive were com- 
mittees in each State such as Johore, Selangor, Negri Sembilan, Perak, 
Pahang, and Kedah, and also in the principal towns of Penang, Kuala 
Lumpur, Malacca and Singapore—and these committees were further 
divided into sub-committees for propaganda, labour, youth movements, 
education of women, culture, &c. 

Communist infiltration into public services suchas education, welfare, public 
utility, &c., soon became apparent, and in an effort to legalize their status, 
and to cover their activities, all manner of organizations were started, one 
being the Comrades’ Association of the M.P.A.J.A. No sooner was one 
organization outlawed than another would be raised to take its place. At 
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one time the Communists commanded a following of 13,000, over 90 per 
cent of whom were Chinese, but it is very doubtful whether the greater 
proportion gave anything other than their vague support. But far more 
serious was the strenuous effort being made to gain control of labour and 
the trade unions, which did not stop short of stabbing those trade-union 
leaders who were reluctant to join them. 

Labour troubles increased at an ever-growing pace. There were strikes 
and threats of strikes to stop the loading and unloading of ships in Singapore 
Harbour. There were similar troubles at Penang. Demands were made, and 
when they were met they were followed by still further demands. There were 
threats and strikes in public utility services, strikes in the tin mines, strikes 
in the rubber plantations. And in the midst of these troubles hand grenades 
were thrown about and many factories were burnt to the ground. That all 
of these activities were inspired and fermented by the Communists may be 
reasonably inferred from the fact that there has not been a single labour 
disturbance or dispute in the Federation of Malaya or Singapore, big or small, 
since May of this year. 

Then something happened. In March of this year the M.C.P. decided on 
war. The reason for this violent change of policy is not known. It may have 
been due to pressure from within, or pressure and even direction from without. 
In any event the date fixed for the outbreak of war was in June, and as an 
introduction they planned widespread labour troubles throughout April, 
which were to reach their climax in mass demonstrations on May Day. These 
disorders were to be stimulated by their customary methods of harangue, 
demand and threat—alike to employer as to employee. In fact, however, the 
disorders were not on the scale envisaged and planned, and they were a failure. 


Guerrilla in the Jungle 


HE enemy’s aim is to create a Communist State of Malaya. Their method 

is terror. The first phase of their plan was based on the maximum 
number of simultaneous outbreaks of terror in various parts of the Federation 
of Malaya. 

The leaders aimed at bringing about economic chaos and lack of con- 
fidence in the administration, which would enable them fairly quickly to 
establish regions which they would proclaim as independent communist 
areas. In each they would hoist their flag of three yellow stars on a blood-red 
field. In each they would set up their provisional Communist Governments; 
and arrangements in organization and personnel had been made with that end 
in view. The method was to murder employers, government officials, 
police, Kuomintang Chinese and informers; to intimidate labour, to burn 
property, and to attack communications. But on one vital point their 
calculations went astray—they relied on the services of the great majority 
of the population, who were to fight for them. 

The second phase was the welding together of the various Malayan areas 
into one whole Communist State. The third and last phase was Singapore. 


The day selected for the hoisting of their flag over the Government Offices 
was August 3, 1948. 
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The theatre of war gives the enemy every possible advantage. The 
greatest length of Malaya is 485 miles, and its average breadth 175 miles. Its 
jungle is about the worst in the world. When seen from the air the pattern 
of the tree-tops resembles a fluffy carpet, packed so tightly together in the 
struggle to climb up to the sunlight that it is impossible to see the ground. 
Even rivers of the size of the Thames at Reading are completely covered by 
the branches of the huge and very tall trees; indeed, the only indication that 
a river may lie hidden below is a slight fall and rise in the overall height of 
the forest, like a shallow valley in the jungle top. 

Beneath the carpet of branch and leaf and flower are other trees—unseen 
from the air—fighting for their existence in their effort to reach up to the 
sun; and on the jungle floor is a mass of tangled tropical undergrowth, 
through which it is impossible to fight a way without a knife or an axe. 
In Ceylon the jungle paths have been made and trodden for centuries by 
herds of elephants; but elephants are rare in Malaya, and consequently 
there are few paths, and once in the jungle the pursuit of an animal, or even 
a man, is impossible. The jungle is a sanctuary. 

Seventy-two per cent of the Federation of Malaya is virgin jungle. 
Eleven per cent is tree or mangrove swamp. Of the total area of 52,500 
square miles, only 15 per cent is under cultivation. Nor is it merely a matter 
of jungle, for the mountainous areas are most precipitous and rise to a height 
of over 7,000 feet, with the jungle to cloak them from view. 

Scattered about in the vast jungle is the 15 per cent under cultivation, most 
of it being plantations of rubber and palm oil. The jungle is never far away, 
and even the trees on the plantations give reasonable cover to the insurgents. 
The population on each plantation lives in a small and compact housing 
estate on the property, which houses the labourers and their families, and 
also the manager and his family, who are usually European. Each planta- 
tion generally is a community of its own with its own social services, the 
nearest estate or other habitation being as much as five, ten or more miles 
away. 

The jungle is also near at hand in the mining areas. In the Ipoh area, for 
example, as around the rubber plantations, the insurgents can leave their 
jungle lair and attack any mine within an hour. The railways, the roads, the 
villages and the towns are all adjacent to the jungle—in fact it is impossible 
to escape from it. Malaya is a thugs’ paradise. 


The Enemy’s Political and Military Organization 

pie brief description of the battlefield will give an impression of the 

tremendous problems of defeating the guerrilleros who live in the jungle 
and know their way through it, and are able to strike whenever they wish at 
some unfortunate planter, or miner, or K.M.T. Chinese, or any other civilian. 
It is impossible to protect every person and every scene of activity, in the 
mine, plantation, office, road, railway, &c., and under such conditions it says 
a good deal for the tenacity of law-abiding people to remain at their work. 
Once a manager deserts his post the local labour will go with him. This is 
exactly what the Communists wish them to do. 
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Overnight, for so it seemed, the M.C.P. changed its policy and organiza- 
tion. The Central Executive has now two main branches—Political and 
Military—and this organization is reflected on the level of the State and Town 
Committees. The responsibilities of the political branch are the general 
organization of the party, recruiting, provision of money, supplies and war 
material, intelligence, and the broad principles on how the war is to be con- 
ducted, the main objectives, priorities, targets and the treatment of prisoners; 
including definition of the responsibility of the military branch for conducting 
the campaign to the satisfaction of the Central Executive and the local 
Committees. 

The fighting forces are also divided into two broad categories—Political 
and Military—and this organization, too, is reflected right down to a section 
of five men. Except in actual combat, when the military commander takes 
charge, the political authority is all-powerful—it is responsible for party 
discipline, and also for education. 

Broadly, the insurgent fighting forces can be divided into two classes— 
regular and non-regular. The total regular forces at the beginning of the 
rebellion were 300 in Singapore and Goo in the Federation of Malaya; and it 
can be assumed that those in Singapore have now gone into the jungles of 
Johore. The total in Malaya is spread about between the different States 
under the control of the State and Town Committees, and it appears doubtful 
whether there is any co-operation, or even inter-State planning, in the 
employment of those forces. There is no doubt, however, that the regular 
forces in each area are the trained nucleus around which the non-regular 
forces are to be armed and trained. The term ‘regular’ does not denote a full- 
time soldier paid by Communist funds, though that may well be the case in 
some instances, but a fanatical Communist who has fought in the war, and is 
a shopkeeper or a squatter. 

Progress in the recruiting of non-regular forces is not known, but it is 
believed that on September 1 the total was approximately 2,500 men. Like 
the regular forces they are organized in platoons with sections of anything 
from 5 to 35 men. The regulars have been responsible for most of the 
operations carried out to date, and their comparative inactivity since the 
last week of August may be due to the fact that they have been recalled to 
instruct, and will in the near future perhaps be split up as the leaders of, the 
new non-regular sections. Judged by British standards the discipline is 
strict. Punishments are severe, and political discipline is every bit as im- 
portant as military discipline. 

The supply of arms is possibly satisfactory as a result not only of the war 
in Malaya but of smuggling from Siam, the Philippines and Sumatra. Weapons 
are British and Japanese rifles, Sten guns, a few Bren guns, pistols and hand 
grenades, with a moderate supply of ammunition buried in the jungle. The 
only doubtful supply perhaps is the Japanese ammunition, which should not 
last much longer. 

The enemy has no artillery and little other equipment such as explosives, 
igniters or fuses, and if he has a little mechanical transport for moving 
supplies and stores it must be held under the camouflage of Civil Transport 
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Companies. The enemy, in fact, is essentially a guerrillero with equipment to 
match. The use of wireless is doubtful. During the latter phases of the war 
such sets as existed were operated by the British Liaison Officers; conse- 
quently the guerrilla efficiency cannot be high. Orders are therefore generally 
passed by courier and sometimes, but not often, by telephone. 

Even within units the uniform varies a good deal. Those who have the 
M.P.A.J.A. uniform wear it, but the remainder wear the oddest assortment 
of British and Japanese uniforms and head-dress. All have their local 
dress in camp, or some rendezvous point where they can change into local 
garb. 

Feeding is the responsibility of the political branch. The general method 
of obtaining money for food is the robbery of pay-rolls, subscriptions, 
demands for security money from every activity in the area, and ‘squeeze’ from 
those who can afford it. 

Many insurgent units live in the jungle, where the accommodation is the 
bamboo lean-to shed with palm-leaves for the sides and roofs to keep out the 
rain, with kitchens and latrines, and sometimes a water-supply piped in 
bamboo poles from a neighbouring stream. The sheds are well built, 
extremely well hidden away and camouflaged in the most inaccessible parts of 
the jungle, and always well guarded and defended. No one other than an 
insurgent is allowed anywhere near a camp. 

Other units, depending on convenience, live in villages and squatter 
settlements, where they mix with the local population, and perhaps earn their 
own living when they are not operating or collecting intelligence and possibly 
some recruits. If attacked, the policy is for small parties to remain dispersed 
among the local population if it should be sufficiently friendly and large 
enough, whereas larger parties would take to the jungle at once, coming out 
again when the attack is over. Great stress is laid on friendly relations with 
the local populace so that their movements will not be given away. 

The tactics of the guerrilla are essentially those of evasion and terror. The 
enemy will not stand and fight, and he will only attack when he knows the 
defenders to be vastly inferior to himself in numbers. He will lie in wait for 
days to murder some defenceless unsuspecting civilian, and then disappear 
into the jungle. He will be surprised in camp, but he will abandon everything 
—even his weapons—rather than fight. 


Problems of Defence 

HREE and a half years of Japanese occupation disrupted the whole of 

the economic and administrative fabric of Malaya, which had been built 

up after many years and cannot be rebuilt except in terms of years. When the 

Japanese arrived in Malaya thousands of people were without work in a 

matter of a few days. Rubber and palm-oil plantations quickly reverted to 

jungle, and machinery and plant of the mines were either used until worn 
out or left to rust. 

After the war the administration was faced with a gigantic task of establish- 

ing law and order where none had been known during the war years. When 

people were thrown out of work on the outbreak of war, for example, they 
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had to feed and to fend for themselves and squatted in areas which had been 
reserved for development by the Malay population, on forest reserves and on 
private property. Squatter areas grew like mushrooms, and as there were no 
police to prevent them, thousands of Chinese flocked in from adjacent 
countries and from China itself. Thousands certainly returned to their 
occupations in Malaya after the war, but the total squatter population to-day 
cannot be less than 400,000, and very little is known of these people except 
that they are Chinese. It is known, however, that insurgent activity is highest 
in the vicinity of the squatter areas, and that they are used as reservoirs where 
guerrilleros can be called upon as and when required. 

The solution of the squatter problem and resettlement will take time, but 
this is only one of the many problems. Thousands of law-abiding people 
must be aware of the movements of the insurgents, who they are, and where 
and how they live, but so great is the threat of assassination that the informa- 
tion is withheld. Those people, moreover, know the fate of an informer—his 
village is raided and he is either taken away and shot on the outskirts of a 
village, or shot in his own garden with the remainder of his family as witnesses. 
Nor is it possible to put an early end to the extortion and ‘squeeze’. The 
people will not divulge the names of the collectors or even admit that they are 
giving money. 

The counter to these activities is the re-establishment of a feeling of 
security and confidence in the administration, and this also will take time 
because the Communist threat is not something which began a few months 
ago, but was built up during the war. The re-establishment of law and order 
can only be a gradual process reaching out farther and farther from the 
administrative centres over the whole of Malaya; and in addition to the 
problems mentioned above there is the protection of rubber and oil planta- 
tions, tin and coal mines, power and railway stations and installations, roads, 
Government offices and public utilities, &c., where each is threatened by 
highly mobile and small gangs of guerrilleros—not in one State but over the 
whole of Malaya. 

Hunting the guerrilla bands is vital to the success of killing this foreign 
menace, and it is an extremely difficult problem to strike a balance over so 
big an area between the requirements of offence and defence. Hunting the 
insurgents is vital, for without it the initiative would be forfeit, and what it 
amounts to is that a number of highly mobile forces, Police and Army, 
must be switched from place to place by air according to the priority of the 
task. Guerrilleros would be hunted in one area at the beginning of a week by 
one of the mobile parties, another area in the middle of a week by the same 
party, and yet another area over the week-end. 

As regards the inaccessible jungle camps and hiding-places, many have now 
been marked down by air reconnaissance, but it is not a simple task of 
arranging for their immediate destruction the moment they are found. A hut 
or encampment may be inhabited by forest rangers or by the Sakai, who are 
the small and docile indigenous peoples of Malaya. Consequently before an 
air strike is possible the hutment or camp must first be inspected from the air 
by the forestry, police or other officials concerned. A number of camps and 
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huts have already been destroyed, and by these means the guerrillero is being 
slowly deprived of his sheltered accommodation in the jungle, and forced 
more and more out of his sanctuary for food and accommodation. By various 
means, and from various sources, factual data about the guerrilla camps are 
being built up, and as their identity is firmly established, so will they be 
destroyed. 

It is advisable to say no more at present about the tactics being employed, 
or about the method of close co-operation between the civil authorities 
including Police and Irregulars, the Army, Navy and Air Forces, except to 
add that naval forces, with help from the air, are watching the east and west 
coasts of Malaya for the smuggling of arms and illegal immigrants. 


Conclusion 


HE task is to give security to all law-abiding communities and to all 

races, Chinese as much as Malay, and Indian as well as European. The 
sooner it is done the better. Delay will not only add to our problems, but 
also to those of other Far Eastern countries which are faced with the same 
Communist problem. 

It is possible that the insurrection in Malaya is a blessing in disguise in that 
the enemy showed his hand before he was ready: Had he waited, perfected 
his organization, spent much more time ia recruiting and in training, and then 
made a concerted attack at numerous places, the position in the Federation 
of Malaya might well have been far more serious than it is to-day. 





THE DOCTRINE OF APARTHEID 


NATIVE POLICY OF THE SOUTH AFRICAN NATIONALISTS 


HE word apartheid (which may best be translated as “separateness”’) 

first gained currency about eighteen months ago, when the Nationalist 
Party began to use it to indicate its policy towards non-Europeans in South 
Africa. The emotions and ideas behind that policy are, of course, much older, 
and it is approximately true to say that the new apartheid is but the old 
colour-bar segregation writ large. 

In its early days the word meant a great many things. It was used to 
indicate anything from partial segregation to the ultimate establishment of a 
separate Bantu state. As the general election approached, the definition was 
sharpened as a political weapon with which to attack the United Party. 
A Nationalist committee sat to define the policy and succeeded in drawing up 
a statement which was sufficiently vague to be used throughout the country. 
Somewhat to its own surprise, the Nationalist Party won the election and was 
then faced with the need to give practical effect to what had been the theories 
of a party in opposition. 

Before discussing these practical steps it will be well to try to analyse 
the theories that purport to justify apartheid. In speaking on the subject, 
Dr. Malan used an example which is significant. He said that when he was 
Minister of Health there was a particular Native Leper Institute where the 
patients were continually giving trouble. Then a new head of the institution 
hit on the plan of allowing the patients a limited control in their own affairs, 
and the trouble ceased. He told this story in much the same way as a house- 
master might describe how he had reformed a recalcitrant house by devolving | 
petty responsibility. And the conclusion drawn by Dr. Malan was that 
Natives were much happier left to themselves and “running their own 
affairs”. The housemaster would say the same—and neither the housemaster 
nor Dr. Malan means that authority over his charges should be abrogated. 
Neither, in fact, conceives of his charges as adult. 

This paternalism permeates a great deal of thinking on race relations in 
South Africa. It is by no means confined to the Nationalist Party. It is 
probably what General Smuts has in mind when he advocates European 
paramountcy and adds that it will be for ever. It is a traditional South 
African attitude. South African statesmen and writers who have not had 
that attitude are the exception, not the rule. ‘To-day it is the attitude common 
to the older generation to which General Smuts and Dr. Malan belong. 

In the Nationalist ranks, however, are many of a younger generation whose 
views are less paternal and, perhaps, more harshly realistic. Where the older 
generation hardly realizes that its wards are growing up, and that many have 
indeed grown up, this younger generation realizes that fact perfectly weil. 
It also realizes some at least of the implications of growing up. And it 
“ wants to avoid any unpleasant results for itselfi—for the European population. 
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Young Nationalists the world over, to-day, are nothing if they are not 
ideologues. They must have a theory to fit their policies and actions. Thus 
Dr. Diederichs, a Nationalist M.P., a former professor of philosophy and 
one of the leading intellectuals of the party, said in Parliament recently that 
on such matters as apartheid and immigration he saw the difference between 
the two outlooks “as a fight between nationalism on the one hand and 
liberalism on the other”. Nationalism believes that “every person can only 
attain his highest freedom and fullest self-realization within the unit of the 
nation”. Liberalism believes in “the individual and his so-called rights and 
liberties”. Liberalism stands for “equal rights for all civilized beings, for 
the wiping out of all boundaries, for the dumping together of all individuals, 
irrespective of race and colour, and their being reduced to a nondescript 
mass of individuals”. Such a doctrine, said Dr. Diederichs, was totally 
abhorrent to Nationalism. 

“The cornerstone of the Nationalist doctrine of apartheid”, he said, “is that we 
are here dealing not merely with a group, with individuals, with 10,000,000 or 
11,000,000 people only, but that we are dealing with two population groups and 
races that differ from each other radically, peoples and races who on account of 
their fundamental differences and natural limits must be kept apart from each other 
to the advantage of both.” 

One final quotation from Dr. Diederichs : 

“Liberalism . . . is in reality their [the non-Europeans’] greatest enemy, because 
. . . for the sake of the material and industrial benefits of the Europeans it seeks to 
deny to non-Europeans the right of their own society and their own fatherland in 
which they can develop into an independent nation. To the man who cherishes 


nationalism there can be only one solution to the question: Grant to others what 
you yourself demand.” 


Dr. Diederichs, and the other young Nationalists who have grafted this 
ideology on to the older paternalism, must know that the economic and 
social structure of South Africa is such that the conception of the Natives 
developing “into an independent nation” is an unattainable ideal. Recent 
official reports have shown conclusively that more than half the Native 
population of the Union lives outside of the Reserves, the “fatherland” of the 
Natives. And they live outside the Reserves because they have become 
integrated into the economic society developing in the Union. These are 
well-known facts largely admitted by the Nationalists. And yet the theory 
of the Reserves as the fatherland, the national home of the African, is placed 
in the forefront of Nationalist ideology. Dr. Malan spoke of the negative 
and the positive sides of apartheid. The negative side, he said, was to restrict 
the African vote. The positive side was to give the African a national home, 
in which he would be able to develop as he chose. We take away certain rights 
with the one hand, but we give him “something better” with the other. 


Positive Theory and Negative Practice 
INCE the present Government has come to power, every official statement 
and every official action in the sphere of non-European affairs has been 
of the negative, the taking-away, kind. The Government has expressed its 
D 
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intention of abolishing Native representation in the House of Assembly 
and of abolishing the Natives’ Representative Council. It also proposes to 
remove the Cape Coloured voter from the common roll (where he has been 
for almost a century) and give him communal representation. It has repealed 
the Act under which Indians in Natal might have achieved communal repre- 
sentation in the Assembly and in the Natal Provincial Council. Admini- 
stratively it has decided to repudiate responsibility for urban Native housing— 
a responsibility which the United Party Government had at long last taken; 
it has discriminated against Africans in the matter of pensions; and it has 
introduced a “For Europeans only” sign on the Cape Peninsula railways 
where, up till now, there was no express colour bar. On what Dr. Malan 
called the positive side there have been some vague statements about 
developing the Reserves and about strengthening Native institutions therein, 
but there has been no statement of what the Government had in mind as 
the “something better” about which the Prime Minister spoke. 

In Parliament the Nationalists have been pressed to explain their policy 
and it is evident that, when all the high-sounding phrases of Dr. Diederichs 
and Mr. Nel are eliminated, there is in fact no constructive Nationalist 
policy. When the debates in the Assembly and in the Senate are analysed 
it is clear that the Government, faced with having to carry out its election 
promises of a new Native policy, has found that economic forces are stronger 
than was foreseen in the palmy days of opposition. Finding fifty million 
pounds to rehabilitate the Reserves sounded easy before the election; it has 
a different sound to a Minister of Finance who seems to be having trouble in 
raising loans. The hundreds of thousands of Natives who were supposed 
(by the Nationalists) to be lying idle on the outskirts of European towns seem 
suddenly to have become necessary to industry and cannot therefore be “sent 
back to the Reserves”. And the Government will find that these Africans, 
who are indeed necessary to industry, must live somewhere, even if it is 
only in shanty towns, which will not improve their value to industry. The 
Government will find, in fact, that 60 per cent of the African population has 
become part and parcel of South African agricultural, mining and industrial 
economy, and that the economic penalties of trying to undo that situation 
will be greater than any Government can face. There has been a good deal 
of talk (on the ideological side) about sacrificing economic welfare in the 
true interests of ideal nationalism. And there is, in the present temper, a 
distinct danger that the Government may be forced to take tentative steps 
in that direction. The real danger, however, is that the Government will 
force through the negative side of apartheid and, in doing so, will alienate 
what little goodwill the non-European population still has for the European, 
Racial tension has increased since the Nationalists came to power; and it 
shows no signs of diminishing. 

An alarming aspect of the situation is the Government’s tactics, as distinct 
_ from its policy. In the first place, it is using the power of regulation under 
existing legislation to alter policy. In the second place, it appears to be quite 
prepared to interpret the Constitution in narrow legal, rather than in moral, 
terms. The Act of Union “entrenched” non-European political rights by 
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the requirement of a two-thirds majority of both Houses for their alteration. 
Till now, Union statesmen (including members of the present Government) 
have accepted the moral obligations of that in spite of legal changes brought 
about by the Statute of Westminster. Now the Government argues that we 
cannot be ruled by the dead hand of the past, and proposes to disregard the 
moral aspects of the entrenched clauses of the South African Act. 

A third alarming aspect of tactics is this : one assumes that any Government 
wishing to attack the existing rights of racial groups of the population 
would go at the business more gradually. It would, in this case, have dealt 
with the Indians—the least popular cause—gone on to the Africans, and 
then dealt with the Cape Coloured. The present Government has done 
all three at once. This is alarming, first, because it reveals a state of mind 
that lumps all non-Europeans into one mass as “something different”. 
With all the fine talk about national differences and their moral value, it 
might have been expected that the Nationalists would show more discrimina- 
tion. That they have not done so reveals a fundamental ignorance. It is 
alarming, in the second place, because it seems to show that the Government 
is determined to use its present precarious majority in order to retain power 
by abolishing the three Native representatives. 

During the recent session the United Party, the Labour Party and the 
three representatives of the Natives have consistently attacked the Govern- 
ment’s apartheid policy. But the attack from the main opposition, the United 
Party, has lacked vigour because that party is not really united in opposition. 
On the Indian question it is divided; and on the Native and the Coloured 
question the division, though less sharply defined, still exists. It is bridged 
for the moment mainly by the personality of General Smuts. The brightest 
hope is that, when the concealed breach becomes open, a realignment of 
forces will take place in such a way that the present ideologues will give way 
to a more moderate party. Paternalism will no doubt remain; but it will be 
paternalism without the ideology that compels its adherents to apply only the 
restrictive aspects of racial separation. 

Several members of the United Party opposition appear anxious to prove 
that there is really no difference between their policy and that of apartheid 
as it is now interpreted. They, too, stand for residential and social segrega- 
tion; they, too, want to maintain “White supremacy”. The real difference 
lies in this: the Nationalists want to fix the pattern of society for all time; 
they want to stick rigidly to their race theories, even though it is abundantly 
evident that the positive half of their theory cannot be applied and that, in 
practice, apartheid boils down to increased restriction of non-European 
rights. However much United Party paternalism may appear to resemble 
Nationalist apartheid, that paternalism is not bogged down by theories and is 
better able to allow for the play of economic and social development. In 
particular, it does not contemplate an attack on existing rights. The racial 
situation in the Union is not easy; and it can only be made more difficult by 
attempting to force it into an inflexible mould. 


South Africa, October 1948. 





THE REVOLUTION OF THE INDIAN 
STATES 


A TRANSMIGRATION OF PARAMOUNTCY 


N a recent address to the Royal Empire Society Lord Mountbatten con- 

fessed that, when he came to study the practical details of transfer of power 
from British hands in India, he found in the Indian States a problem which 
seemed even more complex and difficult than that of the separation of Paki- 
stan from the Indian Union. In British India there was at least a mechanism 
and personnel of administration to be partitioned, and a relatively simple 
frontier to be drawn to east and west; in regard to the States there was no 
common system of government with British India, save that which had 
focused in the person of the Viceroy himself as both Governor General and 
Representative of the Crown in its relations with the Indian States, nor any 
known plan for constructing one since the abandonment in 1940 of the 
federal provisions of the 1935 Constitution; while geographically and ethno- 
graphically the 500 to 600 separate States units were inextricably mixed up 
with the British Indian territory. Moreover, although communal strife had 
never infected the States so feverishly as the British Indian provinces, the 
withdrawal of British power at once imparted it to the States, especially in 
regard to those Rulers who were of a different community from the majority 
of their subjects. Considering these facts, it is astonishing that the readjust- 
ment between the former British India and the States should have been 
accomplished in a few months without violence or bloodshed save in three 
instances, in each of which there were exceptional conditions. 

Moreover the readjustment has not stopped at external liaison between the 
States and the Indian Union.* It has included far-reaching administrative 
reforms, and, what is more, a decisive shift of political power from auto- 
cratic rulers to democratically elected representatives of the peoples. 

In accomplishing this astonishing bloodless revolution, the Indian Govern- 
ment had an invaluable resource, not always recognized. Although in law 
Paramountcy was ended, and British suzerainty was specifically not transferred 
to the successor governments, the new Administration in fact inherited a great 
part of the ideas, the prestige and the instrumentalities of Paramountcy. 
Many examples of this can be cited. Under Paramountcy the key central 
subjects of defence, foreign policy, communications and currency had been 
conducted by the Paramount Power in conjunction with the Government of 
India: the Princes had thus neither the means nor, for the most part, the 
ambition to conduct those subjects for themselves. The crucial occasion on 


* This article is concerned, apart from the general background in the first paragraph, 
with the States connected with the Indian Union. Apart from a few States on the western 
frontier, or on the borders of Sind or Western Punjab, all the Princely States lay within or 
alongside India rather than Pakistan. 
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which the vast majority of Princes agreed to accede to the Union occurred 
before the transfer of power, on July 25, 1947, under Lord Mountbatten’s 
presidency; and with all the prestige of the Crown Representative he used 
his force of persuasion—including scarcely veiled threats of trouble if they 
failed to act before August 15—to induce them to accept his own scheme, 
which in fact reflected the policy of Sardar Vallabhbhai Patel. When the 
old Political Department disappeared, and with it the British Residents and 
advisers in the States, they were replaced with envoys of the Indian Govern- 
ment who, though nominally confined to ambassadorial rather than tutelary 
functions, combined a large remnant of their predecessors’ prestige with a 
close liaison with the Congress movements in the States themselves. 
Again, the action of the Government of India towards Junagadh, Kashmir 
and Hyderabad—especially the last—had elements strongly reminiscent of 
the Paramount Power’s long-standing attitude, which it did not regard as 
open to question, that the independence of the States was limited and that 
it had both the right and the duty to intervene if trouble in the States 
threatened the welfare or stability of India generally. Though Paramountcy 
was ended, it has been in the atmosphere of Paramountcy that both the 
States and the Indian Government have acted during the past year and a half. 
Indeed it is possible to regard the centralizing and assimilating policy of 
the new Government of India as the last swing of a pendulum of policy in 
respect of the States which has oscillated ever since the British raj began. 
The names of Wellesley and Dalhousie stand in history for a policy of taking 
every opportunity of abolishing the separate States on grounds of defensive 
needs and administrative progress; and had not the Mutiny discredited Dal- 
housie’s hasty zeal in this respect, and swung the pendulum back towards 
buttressing the States while keeping them strictly apart from each other, it is 
unlikely that many States would have survived the double pressure of demo- 
cratic agitation and the administrative interests of the Paramount Power. 
In another respect, too, the events of the past eighteen months in this field 
appear as but a phase of centuries-long history. The Indian States as we have 
known them were mostly relics of the period of Mogul rule in supremacy and 
decline; some, like Hyderabad, being old Mogul satrapies, others, like the 
Rajput States, never assimilated in the Mogul Empire, many, like the Mahratta 
States, products of revolt against Mogul supremacy. History was made to 
stand still in a position which but for the British controlling power would 
have proved one of very unstable equilibrium. The communal conflict cul- 
minating in the partition of India helped to revive ancient historical memories 
and to make of the struggle for power on the departure of the British a 
resumption of the struggle for power on the withdrawal of the Mogul 
Empire—represented by the present-day Muslims—to its north-western and 
north-eastern fastnesses. Now, however, the trump cards were held not by 
the warrior kings like Sivaji and Ranjit Singh, but by the politicians of the 
Congress party in office at New Delhi. The Indian Government’s policy— 
especially towards Kashmir and Hyderabad—cannot be properly understood 
save against the background of a deep-rooted feeling that Hindu rule was 
re-establishing itself after centuries of domination by Muslim invaders, and 
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had to guard itself jealously against potential Muslim threats on its frontiers 
and in its midst. The same feeling goes far to explain the nervous and 
unremitting haste with which the readjustment with the States has been 
pressed through. 


Kashmir and Jammu 


HE urgent impulse of fear certainly dominated India’s action towards 

Kashmir and Jammu. The struggle in Kashmir must be seen against the 
background of the migrations and massacres of August and September 1947, 
which left behind them a trail of fear and hate along the new international 
border, a line not demarcated by any natural features, and running up to the 
Kashmir border. The State of Kashmir and Jammu was thus, both for India 
and for Pakistan, an exposed flank of a “front” of hostility and danger, 
though not of actual war. Nevertheless, there is good reason to believe 
that had the Maharajah decided to join Pakistan—as every argument from 
communications, trade, the flow of rivers vital for power and irrigation, and 
the religious community of the great majority of his subjects bade him do— 
India would have peacefully accepted the decision. Indeed, had he sought 
to join India at once, the Indian Government might have been reluctant to 
accept his accession. While he paused irresolute, tribesmen from the North- 
West poured into his State. How that movement started is still obscure. But 
it is certain that more than passive aid was given by the Pakistan authorities 
to enable the tribesmen to traverse North-West Frontier Province territory. 
Their defence is that they had no alternative: they were powerless to stop 
the invasion, and the best course in the interests of their own people was to 
let the tribesmen pass quickly. This is another way of stating that Pakistan 
had a powerful interest in diverting the perennial invasion by the hillsmen 
from her own ill-defended plains to the vale of Kashmir, where it could 
spend itself against the Hindus and Sikhs. 

By the same token the invasion completely changed the Kashmir problem 
for India. It suddenly threatened to bring the ancient north-west-frontier 
problem, now intensified by rabid communal zeal, round the northern flank 
to her own borders. Thousands of years of history awakened in every Hindu 
heart the cry “Hindustan in danger”. There were, of course, important 
political factors which influenced Pandit Nehru’s Government in accepting 
the Maharajah’s accession and the responsibility for throwing the raiders out 
of Kashmir, despite warnings of the prolonged and dangerous military effort 
this would entail: notably there was the close connexion between the Con- 
gress party and a democratic movement in Kashmir, cemented by personal 
intimacy between their two leaders, Pandit Nehru and Sheikh Abdullah. But 
in the whole story the political factors are superficial compared with three 
inner forces: the north-west-frontier problem, the problem of the river 
waters on which Pakistan depends for life, and the fate of the respective 
Hindu and Muslim communities in Kashmir and Jammu. The last has been 
largely determined by violence; few Muslims remain in the portion of the 
State occupied by Indian forces, few Hindus in the north and west. The 
other two problems remain, and just as India’s action is not to be understood 
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without reference to fear for her frontier, so Pakistan’s action in sending 
regular troops into Kashmir is not to be understood without reference to 
the threat which the Indian penetration offered to the headwaters of the 
Indus and the Jhelum. No political solution depending on plebiscites or 
anything else will be of permanent value unless it is based on firm founda- 
tions of settlement of those vital issues from the points of view of both 
Dominions. Settlement should certainly be possible, for their interests at 
heart are complementary. 


Hyderabad 


N Hyderabad also we must look below the surface for the real causes of 

the problem. In appearance, it has seemed to be a matter of the compli- 
cated rights and wrongs of a long series of negotiations centring on two main 
questions—the immediate grant of democratic power to the Hindu majority 
of the State, and the Nizam’s desire for the ultimate right of independence, 
however much practical power in “central” matters he might entrust to the 
Government of India. The story was complicated by the difficulty of reaching 
final agreements in Delhi with representatives of the Nizam, when the com- 
pelling force in Hyderabad itself was neither the Ruler nor his Ministers but 
an extreme Muslim faction desperately fearful for their inherited power over 
the Hindu majority. Those who remember “Ulster will Fight and Ulster 
will be Right” need have no difficulty in understanding the attitude of the 
Ittehad in Hyderabad and its militant wing, the Razakars. 

But from the Government of India’s standpoint there was an argument 
beside which all these things appear as scarcely more than symptoms or 
excuses. Partly as a result of the Razakar activities, but still more because 
the still almost feudal landlord system of Hyderabad opened such a favour- 
able field for Left-wing agitation, there were areas of the State and on its 
borders where the writ of Government had virtually ceased to run, and local 
Communist-agrarians were setting up régimes of their own. The infection 
was spreading into neighbouring parts of Bombay and Madras provinces. 
The Indian Union leaders may have thought of the dreadful example of 
China: certainly their minds accepted the simple proposition that this peril 
in the very heart of the sub-continent must be ended. If the Nizam acceded, 
well and good: if he did not, it still must be ended. They did much, from 
their own point of view, to make peaceful accession possible: when that 
failed, they marched. Communal considerations also weighed heavily; but 
the determining motive was the insistence that the power of the Government 
of India should extend to the essentials of order and security throughout its 
geographical confines. That is simply the doctrine of Paramountcy. 

Neither British nor world opinion accepted the principle of India’s para- 
mountcy in respect of Hyderabad. Hence the shock to India’s prestige and 
good name when she marched into a State which had been specifically 
promised by Britain, through the Viceroy, the right to stay out of the Indian 
Union if she so chose, and which was so far accepted by the world as an 
international entity that her plea for protection was at that moment on the 
Security Council’s agenda. Indian opinion was equally shocked by the 
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British and United Nations reaction. Preoccupied for generations with its 
own problems, it remains largely ignorant of the world, and it sees no 
greater reason for submitting to outside intervention in affairs within the 
borders of India than the British saw when they were the Paramount Power. 
Hyderabad, by an almost bloodless military stroke, has now been enrolled 
in the revolution—no less—which has overtaken the princely States since 
August 15, 1947. Not only have some 600 States* been reduced to less than 
30; in the process, which has been combined with swift advances in demo- 
cratic government, the functions and status of the Princes, even some of the 
greatest, has been radically changed. The basis of policy from which the 
Government of India have operated was laid down in a conciliatory and 
statesmanlike statement by Sardar Vallabhbhai Patel on July 5, 1947: 


“A great majority of the States have already come into the Constituent Assembly. 
To those who have not done so, I appeal that they should join now. The States 
have already accepted the basic principle that for Defence, Foreign Affairs and 
Communications they would come into the Indian Union. We ask no more of 
them than accession on these three subjects in which the common interests of the 
country are involved. In other matters we would scrupulously respect their 
autonomous existence. ... 

“Tt is not the desire of the Congress to interfere in any manner whatever with 
the domestic affairs of the States. They are no enemies of the Princely Order, but, 
on the other hand, wish them and their people under this aegis all prosperity, 
contentment and happiness. Nor would it be my policy to conduct the relations 
of the new Department with the States in any manner which savours of the 
domination of one over the other; if there would be any domination, it would be 
that of our mutual interests and welfare.” 


The Government of India would doubtless claim that this remained their 
policy. But, in advancing it, the domestic autonomy of the Princes has been 
considerably impaired—with their peaceful assent, it seems—and the present 
phase is one of administrative consolidation and improvement in which the 
interests of good government are preferred to monarchical rights, no doubt 
within the concept of “domination of mutual interests and welfare”. 


Regrouping of the States 


Hoe’ this stage has been reached can best be appreciated through a brief 
résumé of the change in the grouping and organization of the States. 
The first stage was the signature of instruments of accession, accompanied 
by so-called standstill agreements enabling the continuance for the time being 
of all existing agreements and administrative arrangements in matters of 
common concern between the States and what had been British India. The 
common-form Instrument of Accession was a brief and simple document— 
thanks to the ability of the parties to work on the basis of the 1935 Act, 
which remains the substantive Constitution of the Dominions of India and 
Pakistan. It left the jurisdiction of the States quite unimpaired, save for the 
empowering of the Dominion Legislature to make laws for the State in 


* The exact number depends on the way in which the smallest semi-independent 
feudatory States, notably in Kathiawar, are reckoned. 
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defence, external affairs and communications. Under the 1935 Act this gave 
the Dominion Government corresponding executive authority. The States 
were specifically uncommitted in any way to acceptance of any future 
Constitution of India. Within one week of the formation of a Negotiating 
Committee on July 25, 1947, every State within the geographical limits of 
India, barring only Hyderabad, Kashmir and Junagadh, had acceded to the 
Indian Dominion. 

The next stage was the solution of the problem of the very small States, 
which were quite incapable of sustaining modern administrations of their 
own. The attitude of the Government of India is summed up in the following 
sentence from a White Paper on the Indian States,* referring to the Orissa 
feudatory States: 


“The National Government of free and democratic India could not temporize 
or tinker with an issue having so direct a bearing on the unification and planned 
economic progress of India.” 


What methods of persuasion were used does not appear from the documents, 
but the fact is that the mergers and surrenders of powers by the Rulers of 
the smaller States in question have all been made with their consent. No less 
than 241 States have handed over full jurisdictional rights either to the 
Government of India or to the provinces to which geographically they 
belong. The most important of these absorptions into the former British 
India were: 


38 Orissa and Chattisgarh States (population 7 millions) merged with 


Orissa or the Central Provinces; 

17 Deccan States (population 1,700,000) and 157 Gujerat States (population 
2,700,000) merged with Bombay; 

21 Punjab Hill States (population 900,000) united in a centrally adminis- 
tered area known as the Himachal Pradesh; 

The State of Kutch (population 500,000), a coastal State, taken over as a 
centrally administered area. 


The third stage was the formation, under the aegis of the Government of 
India, of unions of States, larger and smaller, so as to form viable units 
among neighbours, none of whom, save perhaps one or two, could hope to 
stand on their own with efficient democratic administrations. The leader and 
first model for such unions was that of 217 Kathiawar States, now forming 
the United States of Saurashtra (population 3,500,000). Under the Covenant 
forming the Union, the Covenanting States agreed simply “to unite and 
integrate their territories in one State, with a common executive, legislature 
and judiciary”. The executive head would be the Raj Pramukh, elected by a 
Council of the Covenanting Rulers from a Praesidium of five of their own 
number, the Rulers of Nawanagar and Bhavnagar being permanent members 
of the Praesidium and the former being designated the first Raj Pramukh. 
The relations of Saurashtra with the Union of India remained those of its 
constituent States under their instruments of accession. 


* Published in New Delhi, July 1948, unnumbered. 
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This first model, completed in February 1948, was followed by five other 
States Unions: 


Matsya: 4 States, close to Delhi, among whom Alwar has primacy; popula- 
tion 1,800,000. 

Vindhya Pradesh: 35 Bundelkhand and Bagelkhand States, among whom 
Kewa has primacy; population 3,500,000. 

Rajasthan: 10 Rajputana States, among whom Udaipur has primacy; 
population 4,200,000. 

The United State of Gwalior, Indore and Malwa, or Madhya Bharat: 20 
Central Indian States, among whom the first two named have equal 
primacy; population 7,100,000. 

Patiala and East Punjab States Union: 8 predominantly Sikh States, among 
whom Patiala has primacy; population 3,400,000. 


Apart from unions and merged States, there remain only 22 others,* including 
Hyderabad, Kashmir and Junagadh.t Of these, 12, ranging in population 
from Bhopal (800,000) to Travancore (6,000,000) and Hyderabad (16,000,000), 
are considered viable units on their own. The fate of the remainder is 
uncertain and can only be considered precarious. 

The Rulers, in making these mergers or unions, retained their titles and 
dignities, their residences and private fortunes and a fixed Civil List. In the 
Unions they have a special constitutional place, and supply the Raj Pramukhs 
or Chief Executives. But their autocratic power has gone. To quote the 
White Paper again: 


“There is, however, one essential condition which the Government of India 
have attached to all schemes recognized by them relating to the future set-up of 
the States, namely, transfer of full power from the Rulers to the people. They 
have firmly declined to be a party to any arrangements relating to the States unless 
they expressly provided for the establishment of responsible government.” 


In accepting this condition the Princes were no doubt bowing to the inevit- 
able and making the best terms they could while it was still possible to 
make any at all. Most of the States not yet merged or included in Unions 
have also adopted responsible government. Incidentally, the British pattern 
of parliamentary government under a constitutional monarch has proved as 
invaluable to India in this period of political reconstruction as has the great 
constitutional Act of 1935. 

Even, however, if the Congress Government had not imposed that con- 
dition, the very process of union would have fatally sapped the Rulers’ will 
to remain autocrats. For they could not share autocracy, nor would they 
willingly resign their own to a fellow Prince set over the Union. Once, then, 
their powers were pooled, they were democratized; once democratized, the 
Princes cared far less than before whether those powers were retained for 
the united State or otherwise disposed of. 


* The Khasi States of Assam are reckoned as one unit. 


+ Junagadh is at present centrally administered but will undoubtedly be included 
eventually in Saurashtra. 
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Hence the success of the fourth stage in the Indian Government’s assimila- 
tive policy. “The Government of India considered it desirable”, runs the 
White Paper, “that the content of the accession of the States should be 
extended to enable them to be fitted into the new constitutional structure 
of India. Accordingly, a permissive provision was made in the Covenant of 
the Rajasthan Union for approximating the Dominion’s legislative jurisdic- 
tion over the Union to the Provincial level. In the Covenants for the forma- 
tion of the United State of Madhya Bharat and the Patiala and East Punjab 
States Union this provision was made mandatory.” Later the four earlier 
Unions also agreed to accept as mandatory the same terms. Thus the States 
Unions, in relation to the constitutional division of powers, are now virt- 
tually Provinces with constitutional monarchs (Raj Pramukhs) at their head 
instead of Provincial Governors. 

A fifth stage is now apparent. It involves the thorough modernization of 
the administration of the States, whether merged in Unions or not, under 
pressure from the Centre which in more than one case has involved the re- 
placement of a Dewan or Prime Minister by an officer of the Government 
of India. Here is another echo of the doctrine of Paramountcy, which, not- 
withstanding any legal position to the contrary, has been and remains the 
essential concept of the Government of India in its relations with the Indian 
States. In practice, their independent jurisdiction is on sufferance now, as it 
was under the British raj, but under much stricter conditions and with far 
less certainty of permanence. 

But under cover of that similarity a revolutionary change has clearly taken 
place. Moreover, it is still continuing. Whether the States will survive at all, 
apart from a few great ones, or will be lost in some new democratic federal 
construction following more logical lines of political and geographical divi- 
sion, may be considered still in doubt. Much will turn on the conduct of the 
Princes themselves. If, having ceased to be potentates, they become states- 
men, they have still a great part to play, one that will surely be recognized 
both by their people and by the Government of India itself—which in fact 
has made a significant start with a policy of using them by nominating the 
Maharaja of Bhavnagar as Governor of Bombay. Many will doubtless 
follow the notorious fate of functionless pensioners, of whom the descendants 
of the Great Moguls were a miserable example. But others may become the 
backbone of an aristocracy of public service in India, an element in the social 
structure which a country spurns at its peril, and which in India particularly 
may be of vital importance in the years of danger and strain that are to come. 
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MR. COSTELLO’S GOVERNMENT AND PARTITION 


HE new Irish Government, following in Mr. de Valera’s footsteps, has 

now made its own peculiar contribution to the spirit of division and 
disintegration which permeates and paralyses western Europe. At a time 
when the preservation, not only of peace, but of freedom and civilization, 
depends on a firm alliance between the Atlantic States, supported by the 
British Commonwealth, Mr. Costello’s Government has embarked on a 
policy which makes it virtually impossible for us to participate in such a 
combination. For this development Mr. de Valera must bear his share of 
responsibility. Although during the fifteen years of his administration he 
made relatively few references to Partition, and by his constitutional changes 
seriously aggravated the position, he signalized his defeat last February by 
immediately embarking on a campaign in America and Australia (now 
extended to Great Britain) designed to focus international attention on this 
issue.* The proper answer to this mischievous move should have been 
a firm declaration by our Government that this question was one that 
could only be satisfactorily settled in Ireland by Irishmen through a 
slow process of co-operation and give and take, and that any attempt to 
invoke external pressure must inevitably lead to recrimination and dispute 
between Irishmen at a time when unity of purpose and policy are vitally 
necessary. 

Unfortunately no such answer was made. On the contrary, the Govern- 
ment, taking its cue from Mr. de Valera, has proceeded not only to revive 
the controversy concerning Partition both at home and abroad, but to 
widen the breach with Northern Ireland still farther. The first indication 
that the Government was seriously considering the matter was given by 
the Prime Minister, Mr. Costello, when he stated in the Dail, on July 23, that 
for the first time since 1922 we had a Government which would by its 
policy and actions give some hope of bringing the six north-eastern counties 
back to this country. “I make this assertion”, he added, “with all the confi- 
dence I have within me. To say any more would be to damage the advances 
that already have been made.” This definite statement, coupled with the 
presence of Mr. Attlee in Dublin, naturally led to much optimistic surmise, 
which subsequent events did nothing to confirm. It seems probable that the 
Irish Government made unofficial overtures to the British Government on 
the matter, but if so these overtures seem to have been quite ineffectual. 
Nor were they helped by the statement of Mr. Costello, made in reply to 
a question in the Dail on July 28, that Ireland is now merely associated with 
the British Commonwealth and has ceased to be a member of that body; a 
distinction worthy of Mr. de Valera. 


* See THE Rounp TaBxe, No. 151, June 1948, p. 704. 
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The attitude of the Northern Government towards these developments 
was defined in an official statement issued on July 30 by Sir Basil Brooke, 
the Prime Minister. He made it clear that Northern Ireland would not 
countenance any attempt to make its constitutional status a bargaining 
factor in talks between Dublin and Westminster or in discussions regarding 
Ireland’s rdle in European affairs. Such an attempt, he said, had been made 
by a former Irish Government and was being repeated by Mr. Costello and 
his colleagues. The manner of approach had been softened but the objective 
was the same, namely, the transfer of Ulster (against its will) from the United 
Kingdom to an Irish Republic outside the British Commonwealth. Mr. 
Costello’s line of reasoning would, he added, have been more worthy of 
attention if he had said “Ireland, as a Christian country, will stand shoulder 
to shoulder with the British Commonwealth and the United States for the 
vindication of Christian principles if war should come”. There was no 
assurance that even if Partition was ended Ireland would not again remain 
neutral in the event of war. The Government and people of Britain were 
therefore being asked to exchange the present certainty of Ulster support for 
what might turn out to be a will-o’-the-wisp. The times were too grave, he 
said, to weaken the defensive power of the United Kingdom or to repeat 
the blunder made by a former British Government when naval bases were 
handed over to Ireland unconditionally in the hope of securing “Irish 
friendship”. In Britain’s interests, and in the interests of western Europe, 
there must be no tampering with the position of Ulster. Ulster was not 
for sale. 


Appeal from the Old World to the New 


HIS forthright statement, which undoubtedly expressed the view of 

the Northern majority, did not stop further speculation concerning the 
possibility of a new Anglo-Irish Treaty based on the unification of Ireland as 
an independent state associated with the British Commonwealth and Western 
Union. This wishful thinking was no doubt encouraged by the presence of 
a number of British Cabinet Ministers in Ireland on holidays, including the 
Prime Minister, the Lord Chancellor and the Chancellor of the Exchequer, 
and it reached its acme when Mr. Attlee broke his holiday to pay a visit, 
said to be entirely social, to Sir Basil Brooke in Northern Ireland. The real 
attitude of the British Government was, however, presumably disclosed by 
Mr. G. Isaacs, the British Minister of Labour, who declared, when on a 
visit to Northern Ireland during August, that Partition was not Britain’s 
business. It was for the Irish people, he said, to devise any changes in the 
arrangement they may consider of mutual advantage to North and South. 
It was not for Britain to dictate to one Parliament or the other. She desired 
that the two parts of Ireland should progress and develop with peace and 
goodwill, and where possible assist and encourage each other to play an 
important part in the future of the world and of world peace. This attitude 
is entirely at variance with that of the Irish Government and Mr. de Valera, 
who maintain that the British Government, being responsible for the Act 
creating Partition, must take the necessary steps to end it, 
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Mr. Costello, rebuffed by the Northern Government and cold-shouldered 
by the British, proceeded to carry the controversy to America, which he 
visited at the end of August to deliver an address to the Canadian Bar 
Association on “Ireland in International Affairs”. On his arrival in New 
York, on August 27, he told the reporters that, while it was a safe assumption 
that Ireland would be willing to enter into an agreement with the United 
States and Britain for strategic purposes to maintain the peace, his Govern- 
ment would not consider such an agreement so long as Partition continued. 
He omitted to state positively that if Partition were abolished his Govern- 
ment would recommend such an agreement to the Dail. The absence of such 
a pledge would seem to confirm Sir Basil Brooke’s comment and to suggest 
that even if Partition were ended the support of Ireland for Western Union 
was uncertain. It is hard to resist the conclusion that Mr. Costello and his 
colleagues have no definite policy in this regard. 

At Ottawa, on September 7, he made the further rather startling announce- 
ment that his Government intended to repeal forthwith the External Relations 
Act of 1936. This measure, which was rushed through the Dail by Mr. de 
Valera at the time of King Edward’s abdication,* in effect authorized the 
King, in his capacity as the symbol of Commonwealth co-operation, to act 
on behalf of the Irish State “for the purpose of the appointment of diplomatic 
and consular representatives and the conclusion of international agreements”. 
The Irish Constitution of 1937, which declared that Ireland was “a sovereign, 
independent, democratic state”, contained an article which regularized and 
continued the practice initiated by the External Relations Act; and the 
British Government, after consultation with the Dominions, stated that 
they were prepared to treat the new Constitution “‘as not effecting a funda- 
mental alteration in the position of the Irish Free State as a member of the 
Commonwealth of Nations”. The repeal of the External Relations Act will 
necessarily raise, not only for Great Britain and the Dominions but for 
foreign countries as well, the serious question whether a State which has 
repudiated the common allegiance to the Crown, declared by the Statute of 
Westminster to which that State was a consenting party, can be said to 
retain any relationship with the Commonwealth. In short, can Ireland break 
the last attenuated link with the Crown, which in the words of the Statute 
of Westminster “is the symbol of the free association of the members of the 
British Commonwealth of Nations”, and at the same time maintain any form 
of association with the Commonwealth? It would seem to be reasonably 
certain that, unless the British Commonwealth is to be transformed from a 
free association of equal states united by their allegiance to the Crown into 
an ordinary alliance of completely independent nations the answer must be 
in the negative. 


The Commonwealth Concern 


esa serious question had to be considered in some form by the belated 
Commonwealth Conference held in London during October, at which 


the Irish Government, presumably of its own volition, unfortunately was 
* See THE Rounp Tasxz, No. 106, March 1937, p. 348 et seq. 
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not represented. On October 17 it was announced that an informal con- 
ference had taken place that afternoon at Chequers on the invitation of Mr. 
Attlee between representatives of the British, Irish, Canadian, Australian 
and New Zealand Governments for “an informal exchange of views on 
matters of common interest arising out of the declared intention of the 
Irish Government to repeal the External Relations Act”. Mr. Mac Bride, 
Minister for External Affairs, and Mr. McGilligan, Minister for Finance, 
who was a member of the Imperial Conference of 1930, represented Ireland, 
and the former stated afterwards that “the discussions were cordial and 
revealed a general desire on the part of the British Commonwealth repre- 
sentatives to examine constructively any problems which may arise following 
upon the repeal of the External Relations Act. The matter was of special 
interest to the Governments of the Commonwealth countries represented 
by reason of the fact that their populations include large numbers of persons 
of Irish origin.” No solution was apparently found of the problems under 
discussion and it is believed that further discussions will take place. It is, 
however, difficult to see how any formula can be found to bridge the gap 
between membership of the Commonwealth and the international association 
common to all countries. 

It seems clear that the repeal of the External Relations Act will sever the 
last formal link between Ireland and the Commonwealth and that, as soon 
as her new status is internationally recognized, she will become, on its 
repeal, an independent republic. At the same time the millions of Irish 
people in Great Britain and the Dominions will, unless they have acquired 
local citizenship, become technically aliens, and Northern Ireland part of a 
foreign country. Any attempt to evade these results must raise questions 
concerning “most-favoured-nation” treatment in which other countries are 
involved. It is difficult to understand why Mr. Costello chose to make his 
momentous declaration to a press conference in Canada instead of to the 
Dail in Dubliri, and more difficult to understand how he imagines that the 
step his Government proposes to take could be acceptable to Northern 
Ireland, where allegiance to the Crown is regarded as fundamental. More- 
over, it is impossible to reconcile this step with the declared policy of his 
own party, Fine Gael, which has consistently proclaimed its intention to 
maintain and enlarge our connexion with the Commonwealth. Incidentally, 
it may be pointed out that Mr. Costello was himself Attorney General in the 
Cosgrave Government at the time the Statute of Westminster was enacted, 
and he took part in the prior Imperial Conference of 1930. No doubt the 
External Relations Act is being repealed in order to placate Mr. Mac Bride 
and his Republican party, to whom it is “the only surviving cause of irritation 
as repugnant to national sentiment as it is unreal”, although he specifically 
accepted the existing position on taking office and the question of repealing 
the Act was not an issue at the general election. Mr. de Valera’s party, 
Fianna Fail, will naturally have to support the repeal of the Act, but it will 
not satisfy the small minority of extremists who are already demanding an 
all-Ireland Republic. But while its repeal maintains the present unity of 
Government it also ensures the permanent disruption of Ireland, for it is 
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certain that nothing but force, which no sane person contemplates, would 
compel Northern Ireland to surrender its present status in order to become 
part of an Irish republic. Twenty-seven years of separate government have 
created an ever-widening gap between the political standpoints of Dublin 
and Belfast, which the action of Mr. Costello’s Government can only increase. 
No plan to bridge it can succeed which ignores the determination of Northern 
Irishmen not to surrender their status as British subjects and their freedom 
of trade with Great Britain, and which takes no account of their religious 
antipathies. These are the real obstacles to union and they would be aggra- 
vated rather than surmounted by the subordination of the Belfast Parliament 
to the Parliament of an all-Ireland Republic in Dublin. 

This is the solution which Mr. de Valera favours and the present Irish 
Government apparently contemplates. Mr. McGilligan, the Minister for 
Finance, who is the only member of the present Irish Government with any 
real knowledge of Ulster, speaking in the Senate on July 29 wisely pointed 
out that we should make no progress towards abolishing Partition by nag- 
ging at everyone. A friendly approach to the North and co-operation in 
such matters as transport and the Erne hydro-electric development scheme 
would, he said, have better results. Unfortunately, he does not seem to 
have inoculated his colleagues with these sane ideas. It is merely futile for 
Mr. Dillon, the Minister for Agriculture, to advocate, as he did lately, a 
ten-year plan for fiscal unity between the British Commonwealth and the 
United States as a bulwark against the Soviet efforts to seize control of 
Europe, when his own Government appears to regard this grave danger as 
subordinate to the Partition issue and refuses to take its proper place in the 
councils of the British Commonwealth or of western Europe. “The safe 
citadel for freedom” which Mr. Dillon eloquently demands cannot be built 
on such foundations. Many Irishmen (including perhaps a majority of the 
present Government), relying on past experience, hope and believe that we 
can remain neutral in the next world war, but we certainly cannot remain 
indifferent to, or immune from, its results. That indomitable Republican 
Mr. P. S. O’Hegarty recently put the matter quite clearly when he wrote: 
“Helping England at the moment is helping Europe and helping Europe is 
helping ourselves. England’s difficulty now is not Ireland’s opportunity but 
Russia’s, and Russia’s opportunity is Ireland’s difficulty, and the difficulty of 
all human and international decency.”* 


Economic and Social Problems 
HE annual report of the Central Bank of Ireland for 1947-48 recently 
published might well cause the Government more anxiety than the 
question of Partition, for it discloses that the nation, without realizing the 
urgent need of dealing with this serious situation, has been living on its 
capital for the last two years. Our numerous English visitors this summer, 
looking at our well-stocked shop windows, may well have concluded that 
this is a land of plenty, But the fact is that in 1947 imports exceeded exports 
by £91 million, and that even allowing for “invisible” exports there 
* Sunday Independent, August 15, 1948. 
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remained a deficit of £29,735,000 to be met. This can only be made good 
by loss of external capital, which in turn decreases our income from abroad, 
aggravates our external trade position and renders doubtful our ability to 
repay the American loan of £15 million, our allotted share of E.R.P. credit. 
The unfavourable trend in our external trade is forcibly illustrated by the 
fall during last year of £19,539,000 in the net surplus of external assets held 
by the Irish banks, which had been previously increasing since 1939. The 
position in brief is that we have an increasing monetary circulation, a 
decreasing agricultural output, a slightly increased industrial production, 
a marked unfavourable balance of trade with a consequent decrease in our 
external assets, an import of consumption instead of capital goods and a 
serious decrease in saving. Behind the smoke-screen of our money economy 
we are simply living beyond our means. The obvious remedies need courage 
and organization to apply. We must reduce or totally restrict the import of 
luxury and semi-luxury goods, import capital rather than consumption goods, 
adjust our trade with countries from which our imports greatly exceed 
exports, and, above all, increase our export of agricultural produce. The 
indication of a trend towards a more favourable balance of trade, which the 
most recent figures for 1948 indicate, should not blind us to the fact that we 
are still in the unhealthy state of living on our capital. 

A recent demographic study of Ireland carried out by Dr. Clement 
Mihanovich, Professor of Sociology at St. Louis University, should give our 
politicians further food for thought. Approaching the problem of our 
declining population as a disinterested and scientific observer after a full 
examination of the relevant facts and figures, he finds that unnaturally high 


emigration, unnaturally late marriage and a declining birth-rate have brought 
about a state of affairs in which “Ireland’s population is beginning to decline 
at a rate that may soon portend race suicide” and that “the Irish a century 
or so from now may be numbered among the vanishing civilizations of man- 
kind”. The staunching of this national haemorrhage may well prove to be 
a more vital test of Irish statesmanship than the ending of Partition. 


Treland, 
November 1948. 
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THE CONFOUNDING OF THE PROPHETS 


UR regular article on American affairs, perforce written in October, was 

based on the general but erroneous assumption that Governor Dewey — 
would easily be elected. Fragments of this unfortunate essay appear below. 
The article might have been printed intact as a salutary testimony to the 
fallibility of political journalism; but of that fact no doubt sufficient record 
exists in England, as assuredly the evidence published here is voluminous 
beyond all precedent. Never before have so many been so wrong about so 
much. It was a mass delusion (among writers and observers) and to realize 
that there can be such mass delusions is itself a very salutary thing. Perhaps 
political journalism in and about America will be all the better for it. 

The following big facts emerge, and will be influential in American policy, 
and perhaps in world policy, in the period just ahead: 

The American public appears to be much more to the left than anybody had 
supposed. President Truman has been elected on an announced program 
well to the left of the Roosevelt New Deal. It is hard to believe that the 
people who voted for him did not understand his promises, his emphasis on 
planning, on large-scale federal intervention and collectivized action ina dozen 
social and economic fields. A generation brought up under the New Deal has 
returned to it after a brief two-year interruption with the 80th Congress. 

But the fear of frustration in office by the entrenched reactionaries of 
Congress, which beset Governor Dewey during his election campaign, has 
not been wholly exorcized in favor of his conqueror. President Truman 
will be handicapped by many chairmen of important Congressional com- 
mittees who are extreme conservatives, mostly from the South. These men 
will have considerable power, and they may be able to hold up much of the 
liberal legislation the President promised. But not all of it, by any means. 
And they, too, will be deeply impressed by the mandate of the election and 
the new power of the President himself, who is a great personal victor. 

Another important pattern in the election is the rejection of isolationism. 
Most of the prominent isolationists in Congress were knocked off with 
impressive selectivity. Their internationalist opponents often got larger 
majorities than Mr. Truman himself. 

Of equal significance is the power of the trade-union vote. Labor has 
come of political age in the United States. The most obvious and impelling 
parallel in this election is the similarity to Great Britain. In both countries, 
Labor is in the saddle, but in the United States the constitutional and polli- 
tical checks on its power are considerably greater. It is by no means a 
majority here, nor an integrated political party. But it holds a substantial 
balance of power. When its organization, and its votes, are superimposed 
upon most of the rest of the Democratic Party, it attains an effective majority. 

Perhaps the most startling political fact was the swing of the farm states 
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behind President Truman. These usually isolationist, conservative states 
gave the President good majorities. Why? Chiefly because they are enjoying 
very good times and don’t wish to rock the boat. But this factor, more than 
any other, surprised the prophets. President Truman could not have won 
without the farm vote. 

But the overriding fact for the future is that now the United States no 
longer has a divided government. President Truman will have a Congress 
of his own party. And what is more significant, the new Congress will 
include a number of strong liberal figures who have won election or re-elec- 
tion with a clear-cut mandate of liberalism. Responsibility in government is 
now placed squarely upon the Democratic Party. 

In world policy, this means that the general lines of bipartisan foreign 
policy will continue, strengthened and stripped of limiting compromise. The 
reciprocal-trade program will not have to be modified and curbed. Appro- 
priations for the European Recovery Program will be more readily forth- 
coming. 

World responsibilities have been accepted by the nation’s voters. More 
than half the isolationist obstructionists in the Senate have been removed. 
Nothing else could more significantly open the way to the next great deci- 
sions in foreign policy. Not only the Marshall Plan, but the development of 
the North Atlantic security treaty, and enactment of some kind of peace-time 
military lend-lease, now seem certain of development. This is an historic 


foreign-policy election verdict, confirming and securing America’s réle in the 
world. 


Mr. Truman’s Campaign 


HE broad objectives that Mr. Dewey has endorsed are almost the same 
ones President Truman himself supports.* A Dewey Administration 
would not represent a sharp shift to the Right. During the campaign, 
Mr. Truman pushed himself much farther over into the extreme New Deal 
position, but that did not represent his basic convictions during the last 
two years, and was primarily a campaigning antithesis. His campaign slid 
into a denunciation of the 80th Congress, and of the Republican Party as the 
organ of the predatory interests. His speeches were demagogic, homely, and 
ungrammatical. There is some evidence that they were fairly effective, but 
not effective enough to counteract his handicaps. His chief source of 
strength has been a deep-rooted feeling among great groups of the American 
people that the Republican Party is still at base a party of reaction. Millions 
of Americans have not forgotten the Republican record in the twenties. And 
traditional Republicanism offers little to other millions of youthful voters. 
A Democratic candidate therefore has many basic advantages. But to 
utilize them, he would have to be a more impressive figure than Mr. Truman, 


* The remainder of this article was received in London before the election, and was 
written in the expectation of a Republican victory. Much has been omitted which related 
to the prospects of an Administration that will not now come into being. But in that 
which remains the judgments have been left unmodified, for they are those of an ex- 
perienced observer of American affairs and have their own intrinsic interest even though 
a majority of the electorate have dissented.— Editor. 
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and a surer-footed man. The homely side of the Truman campaign has not 
paid off. The people don’t want a common man as their President but an 
uncommon man. 

Nevertheless, Mr. Truman’s back-platform tactics, as his formidable 
special train lumbered across the United States, are worth recording. After 
the President had made his usual back-platform appeal for votes—lambasting 
Congress and the predatory Republicans—he would pause a moment, look 
inquiringly at the crowd, smile, cock his head to one side in a familiar and 
ingratiating gesture, and say humbly: “And now, howdja like to meet 
m’family?” This appealing inquiry usually brought brisk applause. The 
crowd wanted to meet his family considerably more than they appeared to 
want to hear about Congress. 

So then the President would say: “First, Mizz Truman,” and Mrs. 
Truman, an agreeable and buxom lady, would appear on the platform with 
him and bow to the crowd. Sometimes Mr. Truman would wink at the 
men in the audience and refer to Mrs. Truman as “my boss”. Then he would 
say: “And now, I’d like to have you meet my daughter, Margaret.” The 
youthful and blonde Miss Truman would take her bow. She always got 
more applause than her father or mother, which is entirely in keeping with 
the old observation that if the United States is run by and for mothers, its 
goddesses are daughters. 

This carefully staged episode was intended to establish a kinship between 
the President and the common people. It was a pleasing business, and people 
standing in the cinders at the railway track undoubtedly felt a glow of 
common humanity when it happened. But the evidence (at this writing) is 
that they preferred the suave virtuosity of Mr. Dewey and his confident 
predictions of an equally suave and skilful administration. He was not a 
common man. He was suggesting himself as a President, or a reasonable 
facsimile thereof. 

These observations are not unduly cynical, but are literal reportage. And 
that is why this has not been a very enlightening or satisfactory campaign. 
That is why we are more or less in the dark as to the kind of President we 
are going to have. Many Americans, even many who are going to vote for 
him, have these doubts about Mr. Dewey. But the smooth machine which 
got the nomination for him at Philadelphia is carrying him through to the 
election, and presumably will be his means of setting up a tidy, effective 
administration. 

The Defeated Policy 


Qatar the available evidence, the following table shows Mr. Dewey’s 
general policy tendencies : 


Issue Dewey tendency 
Favors cautious controls and no sharp deflation. 
Interest rates. Favors moderate increase. 


Tax cuts. Opposes, unless budget surplus is assured. 
Rearmament. Favors. 


Reciprocal trade agreements. Favors extension but perhaps with new limits 
on executive powers. 


Inflation. 





MR. TRUMAN’S TRIUMPH 


Issue Dewey tendency 
Debt reduction. Prefers to more tax cuts. 
Aid to Europe. Favors continuation, plus aid to China. 
Minimum wage. Favors an increase. 
Aid to education. Opposes federal grants to states. 
Health insurance. Opposes a federal program. 
Public power. Favors development, but with more local 
control. 
Old-age insurance. Favors broader coverage. 
Labor. Favors minor easements in Taft—Hartley law. 
Reclamation. Favors a broad program. 
Public housing. Favors development with federal aid. 
Farm price supports. Favors continuation. 


This kind of program adds up to a $40,000,000,000 budget. It will cost 
as least that much to run the sort of government a Republican Administra- 
tion is committed to provide. Mr. Dewey has contemplated no return to the 
days of small government. The program represents a Republican kind of 
New Deal, tidied-up no doubt, streamlined, and perhaps made into a better 
machine. If there is any trend, it is toward gradual expansion. 


Failure of the Third Party 
HE Wallace campaign, and the efforts of the Dixiecrats in the South, 
may well have a disastrous effect on President Truman’s hopes, but they 
are profoundly disappointing to their sponsors. The collapse is particularly 


marked in the Wallace effort. Mr. Wallace made two grave mistakes. One 
was to permit himself to be allied too closely with the American Communists. 
That has destroyed his independence and the moral position of his campaign. 
The second mistake was to enter candidates against the best liberal members of 
Congress, whenever any of these had supported the bipartisan foreign policy. 
This practice, which was reversed very late in the campaign, showed Mr. 
Wallace ruthlessly aiding in the election of the worst reactionaries and 
blocking the best progressives. Again it undermined the moral basis of his 
campaign. For his plan was starkly revealed: the plan to block Mr. Truman, 
force Republican victory, with the hope of picking up the pieces in 1952 or 
1956. It was a rule-or-ruin plan, and it did not attract popular support. 
Nevertheless, Mr. Wallace seems to have enough strength in the big 
industrial areas to prevent Mr. Truman from getting the margin of victory 
which otherwise might have been his. The labor votes Mr. Wallace can take 
away fromthe Democratic ticket are particularly damaging. Butthereis nosign 
that this Wallace nucleus will lead to a third party of stamina and strength. 
As to the Dixiecrats, they too are a passing phenomenon. They represent 
the conservative South’s long-accumulating resentment against northern 
control of the Democratic Party. But the presence of the party on the ticket 
is another damaging blow at Mr. Truman, for again it whittles away an 
essential margin. 
Most of these political observations, as announced at the beginning, are 
based on an assumed result. If things turn out otherwise, all the political 
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signs will have been false, and the réle of political prophecy is thankless. 
If Mr. Truman should—by some miracle—be re-elected, he is likely to have 
an unruly Congress and a difficult problem ahead of him. If he is re-elected, 
this article will probably not be printed! Or at best, it could be printed to 
show the fallibility of political journalism. 


Inflation on the Decline 

HE American business boom is beginning to show signs of slackening. 

But when and if rearmament money really starts pumping into the national 
arteries the trend may well reverse itself. That is particularly likely if produc- 
tion of consumer’s goods again is curtailed by shortages of steel and other 
basic materials. But at the moment there are definite and encouraging dips 
downward in the inflationary curve. The used-car market, for example, is in 
collapse. New-used cars are appearing in the gray market at the price of 
new cars, and higher-priced new cars can be bought without waiting. 

Price-cutting is beginning in many clothing lines, particularly men’s 
clothing. Shoe production is being curtailed. Some textile items are sharply 
reduced in production volume. Discounts are being offered from quoted 
prices on many big items, like refrigerators, vacuum cleaners, and other 
items of household equipment. Meat prices are a little lower, so is butter, 
and there are signs that numerous food items will follow as bumper crops 
affect the market. 

These small cuts in retail prices do not necessarily foreshadow a big down- 
ward turn in the business boom. The real boom is supported by big invest- 
ment in capital goods, and that shows no sign of slackening. It is being fed 
by constant expansion in plant and equipment, by government investment 
in arms on an expanding scale, by construction of homes. While this 
capital-goods boom is levelling off, it still has very strong underpinning. 
So there is no sign of a major break. Instead, the government economists 
are now forecasting full employment until 1955, with a possible price drop 
which would actually increase purchasing power. It is not expected that the 
general level of prices will return to pre-war levels, and living standards 
would similarly remain far above the 1935-39 level. In these circumstances 
there is no good reason to toy with deflationary expedients. 

Americans continue to hope that the dangerous trends of world policy 
will not lead to war. On the whole, the best-informed Americans believe 
that war is not inevitable, but can be avoided by strong national policies, 
aid to our friends, steady unification of the West, and willingness to hold 
firm for the long pull. We continue to be vigorous supporters of western 
European federation, for our own experience of federalism is so encouraging. 

On the whole, we have survived the political campaign with a minimum 
of disturbance, a minimum of weakening to our position in the world. That 
is a triumph in the democratic process. We have shown that our institutions 
have flexibility and balance in crisis. Now that the campaign is over, we have 
a great opportunity to settle down to the problem of making peace. That will 
undoubtedly be the primary objective of Mr. Truman’s new Administration. 


United States of America, October and November 1948. 
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HOME AFFAIRS UNDER THE SHADOW OF WAR 


HE country’s apprehension at the Berlin crisis sensibly deepened during 

the latter half of September; and this more acute concern was caused 
less by the breakdown of the Moscow negotiations than by the Government’s 
parallel announcement of its plans to rearm. Up to this point the public had 
been perplexed and even exasperated by the Berlin blockade, but not 
alarmed. It had contrived to reassure itself with the belief that this was but 
another phase of the endless “cold” war, and however wicked was not 
intended to lead to actual war. The Russians, lacking the atomic bomb, 
could not be so crazy as to go over the brink. So people told themselves. 
But these comforting thoughts were brusquely shaken when, on September 
13, Mr. Morrison announced the three months’ deferment of demobilization 
and Mr. Alexander produced his plans for an intensive recruiting campaign 
to augment the Territorial Army and the reserves in the three services. It 
was as a revelation of the Government’s own mind that the shock lay in 
these rearmament measures. The Government had come down against the 
comforting hypothesis that the blockade could safely be treated as another 
—though the worst—manifestation of the “cold” war, but involving no 
danger of actual war. These rearmament measures, limited though they 
might be, proclaimed that the Government could not exclude even the 
dire contingency of war. Manifestly, no British Government, certainly no 
Labour Government, would, if it could by any means avoid it, embark on 
even modest rearmament in the very crisis of its fight—and a fight beginning 
to show some signs of success—to save the nation from bankruptcy. The 
conclusion was inescapable. The situation was sufficiently serious to compel 
the Government to look to its arms. From this point the mood and outlook 
of the nation changed. That is not too much to assert; and it was the 
decision to rearm that brought about the change. The new mood was 
not untouched by a sad indignation such as might have found expression in 
Shelley’s cry: 

O cease! must hate and death return? 
Cease! must men kill and die? 


Nevertheless, it also evoked manifestations of the old hard temper of the 
British people whenever it feels its freedom to be in danger. Berlin might 
be the immediate occasion of rearmament, but the Berlin crisis could be 
resolved and the conflict remain. The challenge from (Mr. Bevin’s descrip- 
tion) “the last of the imperialist races”, seeking world empire for the secular 
religion of Marxist Communism, could still go on. That was what the 
British public had now fully grasped. 

The country swung quietly behind the Government’s policy for meeting 
the crisis:—no retreat from Berlin; the submission of the blockade to the 
Security Council as constituting a threat to peace; and the acceleration of 
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the movement to organize the collective military power of western Europe. 
People, Parliament and Press were at one in approving the policy, with the 
single and negligible exception of the Communist Party and the Communist 
Daily Worker. True to their sickening toadyism to Moscow they screamed 
the Cominform tune that the Western Powers were preparing to make war 
on Russia; and they were responsible for the only organized protests against 
the Government’s policy. So far these have got little farther than a few 
attempts to interrupt recruiting meetings. 


The Special Session 

M® BEVIN’s policy met its first parliamentary test on September 22, 

during the special session. This special session, summoned to pass 
the Parliament Bill and nothing more, proved an uncovenanted blessing in 
that it could be turned to account to discuss the things that mattered, the 
great and urgent issues of the moment like this of Berlin. The Moscow 
negotiations had by this time failed, though the announcement of the fact 
had to be postponed for a day or two, but Mr. Bevin let himself go in a 
completely uninhibited criticism of Russian policy and conduct, not hesitat- 
ing to describe the blockade as “dastardly”’ nor to liken Russian methods to 
those of the Nazis. The formal announcement of the failure of the negotia- 
tions was hardly needed after that. Conservative backing for Mr. Bevin was 
never in doubt. How would Labour respond? Mr. Bevin has always had 
to fear elements behind him, not the Conservatives in front of him. Two 
years ago one hundred Labour members went into the Lobby against him, 
largely because of what they deemed his unsympathetic policy towards 
Russia. Their education on Russia has been proceeding apace ever since. 
Now all the party acquiesced in his policy save a solitary pacificist and half a 
dozen others, who, not venturing to speak, withdrew to the library to draw 
up a resolution in favour of British neutrality in the event of war. 

Mr. Bevin had every cause to be pleased with his treatment at the hands of 
his own party. This impression of Labour solidarity behind him has been 
confirmed since. There has been no sign of a reaction against him anywhere 
in the party. It was the same story in the House of Lords. All but two Peers 
whole-heartedly endorsed the policy. Of these two, one was a Tolstoyan 
non-resister and the other a Quaker Labour peer who favoured an attempt 
at a general settlement with Russia regardless of the blockade and even at 
the expense of surrendering a warm-water port to her. Labour’s Lord 
Chancellor promptly designated that as appeasement. 

In early October the Conservative conference at Llandudno set the party 
seal on support for the Government’s policy, and Mr. Churchill himself 
fully endorsed it in his grave speech to the delegates. Nevertheless, there 
were more than hints in Mr. Churchill’s speech that he would have acted 
more energetically himself had he been entrusted with responsibility for 
policy. Regarding the United States’ possession of the atomic bomb as the 
one thing deterring Russia from immediate aggressive war, he counselled 
the Western Powers to force Russia to a settlement before she too acquired 
the bomb. This counsel came in for some criticism. Already in January in 
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the House of Commons Mr. Churchill had urged that an attempt should be 
made at a settlement before it was too late. But then there was no mention 
of the atomic bomb, and it was assumed by some that he was advocating 
only diplomatic overtures. The Llandudno proposal was for an effort to 
force a settlement, with the atomic bomb apparently providing moral suasion. 
Mr. Churchill’s critics could not see how the bomb could persuade unless in 
the last resort the United States was prepared to drop it, and in their eyes 
that came too near a threat of preventive war. However, these differences 
subtract nothing from the national unity because Mr. Churchill made it quite 
clear that, whatever his private views of how the crisis should be handled, 
he was fully prepared to support the Government’s policy. The country’s 
answer could hardly be more complete to any Russian calculations on dis- 
unity in Great Britain. 

A discordant note crept in on defence. Both Mr. Churchill and Mr. Eden, 
though they support the rearmament measures and the recruiting campaign, 
have entered reservations on defence. “. . . I must bluntly say—and I am 
speaking to you with considerable plainness—that I have no confidence in 
the military arrangements and preparations of the Socialist Government. . . .” 
This was Mr. Churchill at the Conservative conference. Mr. Eden, in the 
debate on the Address during the special session, expressed exactly the same 
opinion. He revealed once again how badly damaged is the Minister of 
Defence in Conservative eyes by his weak surrender on the period of 
national service—the reduction in obedience to Labour pressure of the 
original eighteen months to twelve. He declared the Opposition to have no 


further confidence in him. Mr. Eden and others of his party believe Mr. 
Alexander’s surrender has vitiated the training programme at its roots. 
These divergences of view may become more important as time goes on, 
because if, as seems probable, we are committed to increased and possibly 
increasing armaments over the years, the country will have to be convinced 
that Labour can do the job thoroughly, all the more so with an idle Churchill, 
the proved master of defence problems, kicking his heels in the wings. 


Rearmament versus Economic Recovery 

UT these considerations apart, it is difficult to withhold sympathy from 

the Government. Rearmament could wreck the economic recovery pro- 
gramme and bring the country to the verge of ruin. Sir Stafford Cripps and 
Mr. Alexander have not been able to do more than express a hope that it 
will not upset recovery. Certainly the risk in the present modest measures 
seems slight. They have been unofficially reckoned to add another {50 mil- 
lion to the cost of the services. But failing a settlement with Russia the 
present measures are not enough. Here is cause for anxiety. Russian policy 
may be aiming at a bloodless victory through the disruption, by the demands 
of rearmament, of the internal economies of the Western Powers and the 
wrecking of E.R.P. That only throws into sharp relief the Government’s 
dilemma, on the resolving of which everything depends. It is to strike the 
right balance between defence and economic needs or, as Mr. Alexander put 
it, to decide the proportion of the country’s resources which can be devoted 
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to the defence services without endangering the economic stability by which 
alone the services can be sustained. The solution of the problem is being 
found up to the moment in the strengthening of the reserve forces and by - 
the appeal for 100,000 more men for the Territorial Army. The distribution 
of industrial man-power has therefore suffered no disturbance so far. More- 
over, it is not now a question of building up national armaments in isolation; 
national armaments are to be seen as a contribution to the joint defence forces 
of western Europe, linked in turn with those of the Commonwealth and the 
United States. 

This regional conception of defence, as the debates in Parliament and the 
discussions at the Conservative conference have demonstrated, commands 
national support in every bit as full a degree as the Government’s foreign 
policy. The country has seized with full understanding the teaching of 
events, viz., that Russia will only listen to power and that power adequate 
for the purpose is theirs if western Europe, the Commonwealth and the 
United States will effectively co-operate. The first steps taken towards 
providing an overriding western European military organization under the 
direction of Field-Marshal Lord Montgomery have met with the heartiest 
welcome. This is also one of those practical ventures in common action on 
which Mr. Bevin is counting to prepare the way for some future concert of 
western European Governments. He is immovable on this pragmatic ap- 
proach to Western Union. He stands like a rock for proceeding step by step 
and building the house before you put the roof on it. That was the language 
he used in the debate on the Address. 

A cardinal event of the special session of Parliament was Sir Stafford 
Cripps’s speech revealing that in the first half of this year the balance-of- 
payments deficit had been reduced to £140 million, having stood at £630 
million in 1947. It was the first slight break in the dark clouds that have over- 
hung the economic life of the country since the fuel crisis. The news electri- 
fied the Government’s supporters. It was like a strong dose of strychnine 
to the Labour heart, which had been reduced to a rather low beat by a 
year’s succession of disappointments. Labour members gave way to trans- 
ports of enthusiasm. Perhaps they overdid it, for Sir Stafford had himself 
been careful to make it clear that, encouraging as the figures are, several 
conditions have to be satisfied if the improvement is to continue. The chief 
are that there shall be relaxation neither of the industrial effort nor of 
austerity, and that there shall be no political or economic upset in the inter- 
national field. However, given those conditions Sir Stafford is convinced 
that Great Britain can become independent of Marshall aid before it runs 
out in 1952. It also emerged from Sir Stafford’s speech that the gold and 
dollar drain had also been greatly reduced. In 1947 the drain was £1,024 mil- 
lion. By the end of the first half of this year it had fallen to £254 million. If 
Sir Stafford did not exult immoderately at “this very great improvement” 
like the members behind him, he nevertheless did rejoice. Let there be no 
mistake about that. Never has he been seen in so happy a mood before. For 
once his geniality was positively warming. And who could deny that he had 
some cause for his cheerfulness? The country, as he claimed, seems to have 
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found the right road at last; and his policy has put it on the right road. Nor 
must it be forgotten that the Conservatives have backed Sir Stafford’s policy 
in so far as it has abjured Daltonian inflation. He sat down to the most 
flattering cheers from his own side, cheers sustained for several minutes. 
Few doubt now that he stands next in the succession to Mr. Attlee. 


Steel and the Lords 


HE Parliament Bill, halving the period of the Lords’ veto, though it was 

the raison d’étre of the special session, seemed more irrelevant than ever 
amid the competing demands on parliamentary attention of the Russian 
crisis, the Communist-inspired conflicts in Malaya and Burma, and the 
Indian Government’s military intervention in Hyderabad, not to mention 
Palestine, which had just become the scene of Count Bernadotte’s murder. 
The Government seemed conscious of this irrelevance and endeavoured, 
through Mr. Herbert Morrison, to inflate the Bill into a long-deliberated 
measure of constitutional reform, which the Government had even contem- 
plated carrying in 1946. Accordingly, the Labour case for the Bill was rested 
on the argument that the longer period of the veto leaves a Labour fourth 
session at the mercy of the Tory peers. But this line of argument had to 
dispose of the almost universal belief that the Bill is nothing more than 
an insurance cover for the coming steel nationalization measure, and Mr. 
Morrison supplied the need with earnest affirmations that the Bill was 
innocent of all connexion with iron and steel. However, they were never 
more than affirmatioris. What Mr. Morrison could not explain, and never 
tried, was why, if the Bill had nothing to do with iron and steel, the retro- 
active clause had been introduced. This effort of Mr. Morrison’s to divorce 
the Bill from any association with iron and steel drove the Liberal leader, 
Lord Samuel, “not usually given (as he said) to employing strong language”, 
to cry out on the Jord President ““Tut-tut”. Two syllables could hardly have 
been more telling. 

The Bill was put through the Commons in two days and rejected by the 
Lords in as many hours. In the Commons the Government’s supporters 
contrived to work up a little factitious enthusiasm at the end, but the debate 
had been lifeless. The Bill will be sent up for the third time during the 
present session and on this occasion it will automatically become law. Lord 
Salisbury gave the important pledge to the Conservative conference that if 
a Conservative Government is returned at the next election it will reform 
both the composition and the powers of the House of Lords. He indicated 
that the reform of the membership would be drastic. As for the power of 
delay, it must be such, said Lord Salisbury, as to afford an effective check on 
government. ‘That could mean the restoration of the two years’ delay of the 
Parliament Act of 1911. On the other hand, it might be that the Conserva- 
tives would be content with the provision for making the twelve months’ 
delay fully effective which they proposed to the all-party conference. This 
proposal, it will be remembered, the Labour Ministers declined to accept 
and it was this refusal that led the Conservatives to break off the negotiations. 
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But for the Bill nationalizing iron and steel and its satellite, the Parliament 
Bill, the new session of Parliament, opened by the King on October 26, 
would have been an unexciting affair. Apart from these measures Parliament 
is to be occupied with a score of largely non-controversial pieces of legisla- 
tion, hardly one of them of the first order of importance. The Steel Bill, 
therefore, serves two Labour purposes. It slakes the doctrinal thirst for more 
and more nationalization, and it ensures that the last effective session before 
the general election shall not decline in dullness but shall sustain up to the 
eve of the poll the picture of Labour as a bold, active reforming party. The 
Bill buys out the shareholders in all the major iron and steel firms and their 
ancillaries and transfers ownership to an Iron and Steel Corporation. The 
companies themselves remain intact and the Boards of Directors remain in 
office, though now they will be responsible not to private shareholders but 
to the State. There is some appearance here of a more tentative approach to 
steel than was adopted for coal, electricity and gas; but it is only appearance, 
and the end and the consequences will be those of complete nationalization 
as applied in the other industries. The Bill had not come up for second 
reading at the time of writing, but it will make for division and bitterness; 
and, since the Conservatives are pledged to repeal it, it must become one of 
the leading issues at the general election. 


Great Britain, November 1948. 


NORTHERN IRELAND 


OYALTIES are so intense a part of Northern Irish politics that recent 
events in the Commonwealth have left a deeply disturbing impression. 
This is true not only of Eire but of India and elsewhere, and at bottom 
derives from a genuine doubt about the character of an association that can 
replace the mystical influence of the Crown. Where allegiance is such a 
spontaneous emotion there has been a general reluctance to go all the way 
with the diplomacy that seeks to define the Commonwealth in new and more 
abstract terms and drops the British title. 

This is true not only of Eire but of India and elsewhere, and at bottom is 
a genuine doubt about the character of an association that can replace the 
mystical influence of the Crown. Where allegiance is such a spontaneous 
emotion it has generally been found impossible to go all the way with the 
dropping of the title British and the diplomacy that seeks to define the 
Commonwealth in new and more abstract terms. 

This reaction is all the more keenly felt by reason of the course taken so 
near at home by Eire. Even Unionists long distrustful of their neighbours 
have been surprised by the decision to repeal the External Relations Act. 
Mr. Costello and his Fine Gael colleagues were credited with more positive 
Commonwealth leanings, and their anxiety to end Partition had been such 
that all expectations were of an eventual approach to Irish unity along the 
Dominion lines suggested in the June number of THE Rounp TaBLE.* 


* No. 151, June 1948, p. 689. 
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The Coalition Government has now acted in such an opposite sense that 
it is widely believed to have sacrificed any progress against the border so far 
achieved. The Chequers conference on the effects of the repeal at first gave 
rise to fears that Northern Ireland might be brought into negotiations 
designed to persuade the Eire leaders to stay their hands, but these have been 
dispersed by the statements of Sir Basil Brooke and Mr. Attlee and also of 
Mr. Churchill on behalf of the Opposition. 

Mr. Attlee’s, in particular, has amply borne out the opinion set down in 
the issue of THE Rounp TaBLe above referred to that the ending of Partition 
is a matter primarily to be decided by Northern Ireland and Eire. The 
authoritative reiteration of this view has equally served to answer the case 
made by Mr. De Valera during his current speaking tour in Great Britain that 
only the British Government is responsible for the maintenance of the division. 

These assurances have been succeeded by a strong feeling of security, 
expressed by Sir Basil Brooke when he said that the constitutional position 
was never safer. This is based, of course, on the reasoning that if Eire moves 
away from the Commonwealth no pressure is likely to be brought on Northern 
Ireland to do likewise by consenting to union. It is hardly to be doubted 
that however the consequences of the repeal may be mitigated the Partition 
problem has, outwardly at least, been simplified. In this respect the more 
confirmed Unionists are able to say that their attitude has been justified by 
events. 

Yet while the majority may be incapable of accepting the paradox that the 
repeal is intended to lead to better relations with the United Kingdom, a few 
perceive that in the fullness of time this may indeed be the result. Their 
assumption is that the arrival at a republican status, being the ultimate move- 
ment of the pendulum, must in the nature of things be followed by a swing- 
back to the centre of gravity, the dependence of Ireland on British economy 
and defence. 

This section of opinion, which is perhaps more truly Unionist in its 
conception, thus appreciates the readiness of the British Government to 
minimize the severance and to strain its utmost to retain Eire in the Common- 
wealth. But it is not to be expected that the Northern Irish Government 
will consider it any part of its duty to reform the prodigal. Popular feeling 
so runs that it is has little hope of seeing the leopard change its spots. On the 
other hand, no one knows how Eire could be treated as a foreign country 
when such an open land frontier lies between. 

To sum up, the repeal of the External Relations Act must be regarded as 
a setback to those who have foreseen that British Dominion status is the 
greatest common ground between the two parts of Ireland. But, as has been 
said, independence may mellow into a wiser acceptance of the indivisible 
destiny of the British Isles as a whole. It must be the anxiety of those who 
look forward to that consummation, though it may take generations in 
coming, that Northern Ireland shall so uphold its purpose as a British 
outpost that it will not prove an obstacle. 


Northern Ireland, November 1948. 
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THE VOTE FOR CONFEDERATION WITH CANADA 


INCE Tue Rounp TAB ez last touched on this subject in the March issue 

of this year,* events have moved far and fast. 

The first Referendum was held on June 3, and in it the people were offered 
the choice between (a) Confederation with Canada, () the restoration of 
Responsible Government as in 1933, and (¢) the retention of the Commission 
of Government for a limited period. The result was as follows: 


For Confederation : : ‘ : - 64,066 or 41°13% 
For Responsible Government : : - 69,400 ,, 44°53% 
For Commission Government. ‘ . REStt , 1e88% 


This is not such a wholesale repudiation of the Commission system as it 
appears at first sight. Commission was not at all unkindly regarded, par- 
ticularly by the people of the less fortunate outports. It has not been 
brilliant; but of what government in these days can brilliance be predicated ? 
It has not achieved much economic improvement; but it is very doubtful 
whether any Government could have done more. Only increase of produc- 
tion, or higher prices for our products, could do that; and we are not in 
a position to increase by very much our rather inadequate national dividend, 
or to control our markets to any substantial extent. Yet the people appreciate 
that the Commission has been honest and conscientious and not self-seeking, 
and that in its uninspiring way it has tried to do its best for them. Indeed, 
in certain fields, notably those of public health and regulation of the salt- 
codfish trade, it has achieved much. It has been favoured by the boom 
brought about by the war and the base-construction programme of the United 
States Government; had the depression of the pre-war period continued it 
would doubtless have fallen into that disrepute which attaches to all Govern- 
ments in bad times, whether these are their fault or not. But we were very 
very lucky, prosperous and happy during the war period and the Commission 
profited thereby, and was in a position to expend abounding revenues. So, 
even in the face of the undoubted personal benefits held out by Confedera- 
tion, e.g. children’s allowances and quadrupled old-age pensions, the Com- 
mission made a very fair score. By contrast with the generally disliked 
“politicians” it looked good to the people. If Confederation had not been 
on the ballot paper few of us would have ventured to bet against the Com- 
mission in a straight fight between it and Responsible Government. 

But Confederation was on the ballot paper; it had skilled advocacy and 
offered substantial advantages. The Commission had no press, and was 
bitterly assailed in the National Convention. The Confederate and Respon- 
sible-Government parties both conducted energetic radio campaigns and 
published temporary campaign newspapers, the Confederate, edited by Mr. 


* No. 150, March 1948, pp. 551-9. 
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J. R. Smallwood, by far the more effective. People follow the shouting and 
the banners. The Commission departs soon; but, whatever its failings, it 
does not depart in disgrace. 

In the first referendum 55-45 per cent of the voters were against Respon- 
sible Government. We had written, first, “of the people”. We might almost 
have left it so; for there can have been few free elections anywhere in which 
so great a percentage of the registered voters turned out. It was a mass vote. 

Certain trends can be discerned in the vote by districts. The Avalon 
Peninsula, the earliest settled and most closely populated area, enjoying most 
of the advantages, tended strongly towards Responsible Government. The 
Irish vote, powerful in the peninsula, was heavily for “Home Rule” as might 
have been expected, and probably provided the largest bloc on that side. 
Most traders were for Responsible Government; they seem to feel that 
Confederation will reduce profits. But several leading merchants in St. John’s 
and elsewhere spoke for Confederation at the eleventh hour. And the 
farther away from the Centre a district was, the more it preferred Confedera- 
tion or Commission to Responsible Government. It was the remote and 
under-privileged areas which rejected the old régime most strongly. 

No one form of government having obtained an overall majority, the 
second referendum was duly held on July 22. As before arranged, the form 
of government which had the lowest vote in the former ballot, Commission, 
was struck off, and it became a straight fight between Confederation and 
Responsible Government. This time the vote was: 


Confederation . : - 78,323 or 52°34% 


Responsible Government as in 1933. ~ 715334 »» 47°66% 


The majority for Confederation would probably have been larger had not 
a good many voters gone off in pursuit of a red-herring which was dragged 
across the trail. Mr. C. A. Crosbie, a well-known merchant of St. John’s, 
devised or had devised for him a clever slogan : “Economic Union” with the 
United States of America. It was never clear just what this was. Many 
business men here see the future of the fishery in the development of our 
trade in frozen, filleted and canned codfish with the United States. In recent 
years there has been a marked development in this direction as against the 
old overseas dried-fish trade; and this was no doubt the root of the idea, 
But at best Mr. Crosbie, if he had got into power, could only have gone to 
the United States to ask for more favoured treatment for this trade; and for 
a variety of reasons it is very doubtful whether he could have got any ad- 
vantage, or at any rate any concessions which would not be automatically 
extended to all our competitors. Leading merchants in that very trade came 
out at the last moment to say that he had not a chance, and that his pro- 
posals were even dangerous to the existing trade, which arouses some 
jealousy among New England fishermen, not so much because of our modest 
contribution of frozen fish as because of the aggregate competition from all 
quarters. But trading interests which deal largely in American goods were 
glad to back him without attempting any too close definition of his policy; 
some fishermen imagined that his scheme offered them improved prospects ; 





64 NEWFOUNDLAND 


some of the more ignorant were not quite sure whether it did not mean that 
they would become American citizens and forthwith acquire the big bank 
accounts with which, as is well known, all citizens of that fortunate country 
are endowed; and his own personal popularity was a factor, for he is reputed 
to be a man good to those who work for and with him. So he pulled a good 
many votes for his vaguely related allies, the Responsible Government 
League; but not enough. And when the results were announced he promptly 
and sportingly threw his towel into the ring and said: ““That’s that; now let 
us all work together,” or words to that effect. The Chairman of the Respon- 
sible Government League, Mr. F. M. O’Leary, O.B.E., another leading 
merchant, did the same, though not all his associates have yet surrendered. 

Certain trends were discernible in the second referendum. The Irish 
vote on the east coast stood firm in favour of Home Rule; most districts are 
of mixed race, but two, Ferryland and Placentia—St.-Mary’s, where the 
people are almost all Irish, produced 84-5 and 81-6 per cent respectively for 
Responsible Government. This serves as an indicator. It was a racial, not a 
religious vote, for the Catholic vote on the west coast, where a good many 
of the Catholics are of Scottish or French descent, apparently trended to 
Confederation. Every district in the Avalon Peninsula save one showed 
a majority for Responsible Government, the capital itself voting about two to 
one; every district in the main part of the island showed a majority for 
Confederation, which seems to have got most of the votes originally cast for 
the Commission, together with some conversions since the first ballot. 


Is the Vote Decisive? 
HE question then was: Is a majority of only 6,989 sufficient to warrant 
the carrying out of the Confederation scheme? The Responsible 
Government League, of course, argued loudly, and what is left of it still 
argues, that it is not. But then the question arises, what majority do you 
need : two-thirds ; three-quarters; and if so, why? The British and Canadian 
Governments considered the matter, and announced that in their view there 
was a decision; and there the matter now stands. 

It is difficult to see how they could, on ordinary democratic principles, 
have done otherwise. A majority is a majority. Perhaps they took into 
account other factors as well. It is quite clear from the district results that 
if they had said there was not a decision, and had returned us to the status 
of Responsible Government, a general election would probably have pro- 
duced a two-to-one majority in the House of Assembly in favour of Con- 
federation; and the leaders of the first Government would have the right 
to nominate to the Governor members for the Legislative Council or Upper 
House, so that no difficulty would have arisen there. In any case we have, 
as in England, an Act enabling the House of Assembly to overrule the 
Legislative Council in the long run. Thus, after a prolonged further period 
of contention the ultimate result would have been an even stronger majority 
in favour of Confederation, since a district vote blankets the vote of the more 
populous urban districts. But further, the mainland of the island, which is 
for Confederation, far outclasses the Avalon Peninsula in production. It 
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has the two great paper-mills, our most valuable assets; it has three of our 
four mines; it has most of the fisheries. Slow and late in development, by 
reason of our chequered history, it has at length outgrown and outweighed 
the Avalon Peninsula, which can no longer presume to govern it. Those 
who pay the piper call the tune. It was perhaps for reasons like these that the 
two Governments felt that the weight for Confederation was much greater 
than it looked on the figures. It may be arguable that a delegation to Ottawa 
to discuss final terms would have come better from an Elected House than 
by way of appointment by the Governor; but in practice it is unlikely that 
any better delegation would be sent by a House than that which has been 
sent; and a delegation from the elected National Convention had discussed 
preliminary terms. 

The remaining heads of the Responsible Government League continue 
to agitate, and at the moment are getting up a petition to Westminster for 
the restoration of Responsible Government; but it is difficult to imagine what 
they hope to gain at this late stage. They argue that the British Government 
has broken faith with us by not giving us Responsible Government in the 
old form, as we were promised. It is difficult to see how this argument can 
be maintained. We have been given two wide-open opportunities to vote 
back Responsible Government if we wanted it; and on both occasions we 
have refused to do so. No one can say we had not our chance. And if 
another sort of Responsible Government, that as a Province of Canada, has 
come up since the promise was made, it is hard to see any principle of law 
or ethics which would prevent Britain from saying : “You can have what you 
were promised; and here is something else which you can have if you prefer 
it.” Besides, we have said we should prefer it, which cures any defect. 

One of the slogans of the Responsible Government supporters is that we 
are going into Confederation as the result of a “conspiracy” by the British 
and Canadian Governments. But actually the Canadian Government, press 
and people were most scrupulous to keep their hands off; and as to the British 
Government, as was observed in the March number,* its idea apparently 
was that we should probably choose some half-way house between the 
Commission System and Responsible Government. This idea got no 
consideration in the National Convention; but it was that Convention which, 
moved principally by Mr. Smallwood’s arguments, sent the original delega- 
tion to Ottawa and elicited Mr. King’s offer of October 29, 1947. If no such 
delegation had gone, would Canada have come in on her own initiative witha 
proposition, like a bolt from the blue? It seems unlikely. The Confederation 
movement, in our view, is a genuine local movement, sparked no doubt by 
Mr. Smallwood, but backed by the people and arising out of a recognition 
among the people of the difficulties of our position as an independent unit. 


Negotiations in Ottawa 
_ now in October 1948 a delegation, appointed by the Governor, has 
gone to Ottawa. It consists of the Hon. A. J. Walsh, K.C., the Vice-Chair- 
man of the Commission of Government (a Newfoundlander); Mr, F. G. 
* No. 150, March 1948, pp. 551-8. 
F 
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Bradley, K.C., and Mr. J. R. Smallwood, the local fathers of Confederation ; 
Mr. J. B. McEvoy, K.C., an outstanding St. John’s lawyer, and late Chairman 
of the Convention; Mr. Philip Gruchy, C.B.E., a Newfoundlander, General 
Manager of the Anglo-Newfoundland Development Co.’s great paper- 
making business at Grand Falls; Mr. Gordon A. Winter, who was last year 
President of the Board of Trade and is eminent in the wholesale business; 
and Mr. C. A. Crosbie, to give the opposition, so to speak, a voice. Inci- 
dentally, Messrs. Walsh, Bradley and McEvoy in their youth learnt their law 
and distinguished themselves therein at Dalhousie University in Halifax, so 
they should know something about Canada. The Halifax Herald, at any rate, 
approves of the delegation. Says the Hera/d’s columnist: “In years gone by 
Nova Scotia has always bragged that her chief rdle in the Dominion has been 
to supply brains to run the rest of the country. But if the token shipment 
we are about to welcome here to-day from Newfoundland are a fair sample 
of the kind of public men they have over there, Nova Scotia can sit back and 
relax. Help is on the way. Yoo hoo, Newfoundland.” 

The delegation has wisely retained two Canadian experts of the first rank, 
one on Dominion-Provincial relations, the other on Dominion-Provincial 
finance, and it takes with it the usual entourage of Civil Service and other 
advisers. It is conferring with the Canadian Cabinet delegation in camera; 
so we cannot follow its proceedings. No doubt some sort of report will 
come out in due time. It is generally thought that the delegation will have 
to ask the Dominion for a somewhat better provincial allowance than that 
offered in Mr. King’s letter if our public services, especially those relating to 
health and welfare, are to be kept at their present level, which is unpre- 
cedentally high for us, but not high by general North American standards. 
How long we should ourselves be able to keep them at their present boom 
level is another question. But for the present revenue holds fairly well, and 
savings rise surprisingly fast, even if they are in dollars depreciated by 
inflation. Imports, however, are falling off. Business men want to have their 
inventories as low as possible when we move under the lower Canadian 
tariff. If they carry this too far temporary scarcities may develop. There is 
evidence that dealers in American goods are trying to build up stocks before 
restrictions come on, which may compensate us to some extent. And a 
general strike on the railway does nothing to help the situation at this critical 
season. 

By the time the next number of THE Rounp TABLE comes out the results 
of the Conference will be known, and indeed the date of transition, forecast 
as March 31, 1949, will probably have been reached. 


Newfoundland, 
October 1948. 





INDIA 


THE SETTLEMENT WITH HYDERABAD 


N September 13, a day or two after the appearance of the last dispatch 

from India to THE Rounp Taste, Indian troops entered Hyderabad, and 
by this single action brought toa head much that had been troubling the mind 
and body of the new Union since its inception on August 15, 1947. For, 
in the intervening thirteen months, Hyderabad had become considerably 
more than a question of the administrative control of so many square miles 
of territory lying athwart the belly of the sub-continent; it had become the 
meeting-place of many waters, in the confluence of which basic political 
trends would either survive and harden or dissolve. Successful defiance of 
the Union Government by the Nizam’s administration would, in the view 
of many, have been the first big step towards the Balkanization of India and 
the re-creation in modern form of precisely those conditions which 200 years 
ago first made the Nizamship and the Carnatic of first-class importance to 
the French and British forces fighting one another for control of the Indian 
Empire. Every government authority in India since the days of Clive and 
Lawrence has required the right to exercise a close supervisory interest in 
Hyderabad, and on occasion has so exercised it. It was not to be expected 
that Pandit Nehru’s Cabinet, the first government of a free and independent 
India, would be satisfied with less authority in this matter than had been 
enjoyed by its predecessors. But this is what, with the lapse of paramountcy, 
the Nizam’s advisers, with some show of logic, claimed should be the case; 
and it is now obvious that if, from the beginning of last year’s constitutional 
changes, it had been made clear that the Paramountcy of the Crown had been 
replaced by the device of Accession, much bitterness and misunderstanding 
might have been avoided. 

As it was, Indian military operations (variously described as a “mission of 
mercy”, police action, &c.) lasted for a brief four days and came to an end 
with the wise and timely decision of the Nizam to capitulate. This quick and 
spectacular assertion of its authority by the Union Government was the 
occasion for a genuine outburst of rejoicing on the part of the people of 
India, who were more than a little dismayed at the chorus of disapproval 
which the Hyderabad action aroused in British and American quarters which 
normally show a warm and friendly understanding of Indian affairs. The 
fact is that, by over-simplification of the issues, foreign opinion had been led 
to believe that with the end of the British connexion each and every Princely 
State, free and unfettered by its historical past, could exercise an option to 
accede to either India or Pakistan or, if it so wished, accede to neither and 
remain independent. On a very liberal view this may have been the theory. 
In practice it has turned out very differently. No State—not even the biggest 
—has been free to make a choice in disregard of past history, present geo- 
graphy and the fact that the States Ministry pursues a much more purposive 
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policy than ever the Political Department did under the Crown Repre- 
sentative. 

The reaction of world opinion to the advance into Hyderabad was an 
unexpected and mortifying experience for India, which had naively assumed 
that its case against the State was crystal clear and unanswerable. It will have 
done no great harm and some positive good if it has brought home to Indians 
the fact that the actions of their Government will henceforth be judged by 
different criteria from those which were applied in the past. That the 
Hyderabad affair could be stigmatized as a major act of aggression was, on 
the one hand, evidence of how little the outside world knew of the facts 
of the case and, on the other, a sharp warning to India of how unreliable 
important sections of opinion abroad can prove themselves to be. The net 
result is a distinctly chastened mood, in which the first impulse is to ask how 
well (or how badly) the country is being served by its information services 
and diplomatic representatives abroad. More importantly, perhaps, it has 
ensured that, within the limits of declared policy, Hyderabad will receive just 
and generous treatment at the hands of the Union and that the demands of 
the extremists on the Indian side for dismemberment of the State, and its 
incorporation into adjoining provinces on a linguistic basis, will be resisteds 
The military operation was carried out with precision and determination. A 
period of police work lies ahead, and will probably last for a matter of 
months. The danger that India’s action might lead to widespread communal 
disturbances in the two Dominions was real, but was averted. India certainly, 
and probably Pakistan as well, is glad that the Hyderabad question is at last 
out of the way. If the same could be written of Kashmir we should be on the 
eve of a new chapter in Indo-Pakistani relations. But the war in the north 
drags on obstinately, with the almost certain prospect of a prolonged military 
stalemate. Whatever may be the score on the fighting front, India’s diplo- 
matic position has improved—not so much by positive action on her own 
account as by Pakistan’s errors and mistakes. Recently the centre of interest 
has shifted from the Kashmir mountains to 10 Downing Street, where it is 
believed the British Prime Minister has tried to bring about an Indo-Pakistani 
rapprochement with a cessation of the fighting in Kashmir as the central 
objective, a move that might be more successful in the setting of the Com- 
monwealth Conference than under the more formal auspices of the United 
Nations. 


India and the Commonwealth 


F India’s developing attitude to the Commonwealth it only needs to be 

said that Pandit Nehru’s presence at the Commonwealth conference in 
October was evidence that the desirability of membership is being tested in 
the best possible way, and that the decision to remain in or go out will be 
taken in the light of all the facts. It may be that by the time these lines 
appear in print a choice will have been made; for the Constituent Assembly 
is to meet as a constitution-making body in the last week of November, and 
the one big controversial issue with which it will be concerned is whether 
India’s projected status as a sovereign independent republic is compatible 
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with membership of the Commonwealth and, if not, whether the advantages 
of membership are sufficiently obvious and clear cut to warrant such modifi- 
cation of the republican character of the State as may be necessary to fit into 
the already heterogeneous pattern of the Commonwealth. On strategic, 
defensive and economic grounds the case for retaining the status quo, ot some- 
thing very like it, is very generally conceded here, whilst there is a growing 
realization that world forces are drawing the Commonwealth and the 
United States of America into a closer working alliance which will be further 
reinforced by Western Union as the latter gains in strength and cohesion. 

All this makes the Commonwealth look more of a truly international 
society and less of an exclusively British club (as was the case in the past), 
particularly when practical Commonwealth achievements are compared 
with the failures and disappointments which Indians have come to expect as 
a matter of course from the United Nations Organization. And yet there are 
deep psychological trends and long-standing suspicions which cannot be 
reversed in a few short months. Few Indians have yet begun to think in 
terms of mid-twentieth-century international relationships. The working 
political life of almost all who have been elected to the Constituent Assembly, 
and in whose hands this major decision will lie, has been wholly preoccupied 
with the struggle against the old British ra. Once this was settled it was 
assumed by successive generations of Congress politicians that India could 
be the friend of all and would be the enemy, or the potential victim, of none. 
Those who most cogently state the case for retaining membership of the 
Commonwealth are former senior officials, jurists, &c., who are generally 
regarded as having been “collaborators” with the old régime. What the 
Cabinet itself thinks—if it has thought at all—and how far it has formulated 
any definite views on the subject, is naturally not known. The views of 
Pandit Nehru and Sardar Vallabbhai Patel, which are unlikely to differ on 
this matter, will almost certainly be decisive, subject to the condition that 
both will probably desire to give the party a pretty free choice. The issue, 
therefore, must be regarded as open, and it may well be that ways and means 
will be found for keeping it open and for deferring for as long as possible a 
final and irrevocable decision. 


The Fight against Inflation 

ITHIN the purely domestic sphere the continuing, and now intensified, 

fight against inflation is designed to carry the battle into every sector 
of the country’s economic life. After consultations with representatives of 
industry and labour and groups of professional economists, and after a com- 
mittee of twenty-five members of the Congress Party in the Constituent 
Assembly (Legislative) had reviewed the recommendations of these various 
interests, the Cabinet announced a thirteen-point anti-inflation programme in 
the first week in October. It was, in fact, a conflation of the majority recom- 
mendations of the various groups which Government had consulted, and in 
consequence looked a rather odd mixture of administrative devices toned up 
by some new lines of policy. None the less, it carried a new note of conviction 
and produced a feeling that Cabinet policy is evolving cautiously and more 
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realistically than heretofore. In economic matters the Nehru Government 
has chosen to learn the hard way, though by comparison with what has been 
happening in neighbouring Burma their record must be accounted circum- 
spect and almost reactionary. 

Chief amongst Government’s anti-inflationary proposals was an intimation 
to Provincial Governments that budgetary deficits incurred on account of 
such reformist schemes as prohibition and the abolition of zemindaris would 
not be made good by subventions from the Centre; proposals for the limita- 
tion of public companies’ dividends; intensification of the small-savings 
drive; the early passage of legislation providing for the payment of death 
and estate duties; the issue of a new short-term money-market security in 
the shape of Treasury deposit receipts, &c. One of the most important of 
Government’s proposals relates to the creation of a statutory reviewing 
authority for securing uniformity, &c., in labour awards. In the last two 
years there has been a spate of awards governing wages and hours, and, the 
subject being provincial in character, widely differing principles have been 
applied as between individual provinces and even as between one industry 
and another. Apart from adding to existing inflationary pressures such an 
arrangement is manifestly unfair to industry, which hitherto has had virtually 
no right of appeal from an industrial tribunal’s award once it has been 
accepted by a provincial government. The fact that the Union Government, 
by legislation and the creation of a statutory authority, intend henceforth 
to take a closer interest in the work of industrial tribunals can do nothing but 
good. At the same time the Cabinet have made it clear that they stand by 
their declared policy of promoting a higher standard of living for the 
industrial worker. In this and in other matters the anti-inflation scheme is a 
well-balanced and realistic document which does credit to its authors and 
enhances the goodwill which the Government commands throughout the 
country. Coming on top of the swccés d’estime represented by the quick 
disposal of the Hyderabad affair, it puts the prestige of the Prime Minister 
and his colleagues higher than ever. 

But one of the most obvious defects of the present set-up is the increasingly 
visible divergence between the clearly expressed wishes of the Union 
Government and the policies and intentions of provincial administrations. 
As an example, the provinces have been told by the Centre that in the present 
financial situation the country cannot afford prohibition or fancy schemes of 
agrarian reform, such as the abolition of zemindaris and compensation of their 
owners. Yet important provinces go forward light-heartedly with schemes 
for these purposes, in spite of the fact that in practically every case the 
Government concerned is showing an actual or prospective budgetary 
deficit. In the last resort the Union Government can apply financial sanctions 
against an erring provincial administration, but by the time that stage has 
been reached much damage will have been done. The whole question of 
financial relationships and responsibilities as between the Union and Provin- 
cial Governments will require close examination in the not-too-distant future. 


India, October 1948. 
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THE ACHIEVEMENT OF MR. JINNAH 


OTHING has done more to confirm belief in Pakistan’s future than the 
staunch manner in which the newly fledged Dominion survived the 
blow of Mr. Jinnah’s death and, in doing so, proved itself true to the tradi- 
tions of constitutional democracy. The shock, indeed, was heavy, and the 
genuine grief felt by Pakistanis at the loss of their great leader was a well- 
merited tribute to the unparalleled achievement which has won him a place 
in history. The practical consequences were, however, far less grave than 
many would have predicted. Outside Pakistan there was still a large body 
of opinion which persisted in regarding the new State as little more than 
a figment of Mr. Jinnah’s brain, likely to perish along with him; but those 
who retained this preconceived notion had entirely failed to read the signs 
of the times. They had not appreciated the fact that the Quaid-i-Azam had 
devoted the last year of his life to securing the foundations of his country, 
and, conscious perhaps that his end was not far off, had been careful not to 
make himself the corner-stone of the edifice, as he would have been if he had 
actually assumed the dictatorial powers that were within his grasp. Had he 
been a younger man it is possible that he might have shown less respect for 
democratic usages, but during the last three months of his life, at least, 
failing health had compelled him to leave not only the dav-to-day work of 
the administration but even the direction of higher policy in the hands of 
his Prime Minister and Cabinet. But it was mainly due to the fact that 
Pakistan has never lost sight of the democratic tradition that the change to 
the new régime took place in an entirely constitutional manner and one 
which must afford satisfaction to all believers in democracy at a time when 
that system of government is on trial in so many parts of the world. 
Within two hours of Mr. Jinnah’s death the Cabinet had unanimously 
selected their new Governor General, Khwaja Nazimuddin, Premier of 
East Bengal, and there was no hint of personal rivalries, still less of anything 
approaching a coup d’état. The new Governor General has a long and 
honourable career of public service to his credit and his selection has been 
widely acclaimed, not only in his native Province of East Bengal but even 
in the North-West Frontier Province and the West Punjab, as being the 
best possible choice. He will not, of course, fully assume the mantle of his 
predecessor, and the main burden of responsibility will fall (as it properly 
should) on the shoulders of the Prime Minister, Mr. Liaquat Ali Khan; the 
latter is as popular as he is capable, and it is a happy accident of history that 
Mr. Jinnah’s first lieutenant was eminently fitted by character and experience 
to take over the reins from his leader. 
There was, no doubt, some unrest during the first week, accentuated by 
India’s launching of “‘police action” against Hyderabad only twenty-four 
hours after Pakistan had sustained her great loss. Perhaps unrest is too strong 
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a word; it was rather a sort of ill-defined restlessness which took the form 
of some demonstrations and a crop of wild rumours, proving amongst other 
things that Pakistan had not entirely solved the problem of her fifth column. 
It became necessary for a somewhat harassed Government to launch a 
campaign against rumour-mongers, and a good many arrests were made. 
It is difficult to attribute the source of the evil to any particular body or 
bodies, but the Communists seem to have had a hand in it and several 
“comrades” were placed under detention under the various Public Safety 
Acts or Ordinances. Some of the maulvis, too, showed themselves none too 
loyal to the State and incurred arrest; one of these religious extremists, for 
example, was detected in an attempt to discourage recruitment to the armed 
forces of Pakistan on the ground that Government should first declare 
Pakistan to be an Islamic State. This is a symptom of something which 
may one day prove a serious menace to the progress of Pakistan. The 
maulvi element, who have considerable influence with the masses, have for 
some time been advocating a “back to the Shariat” movement, while the 
more progressive sections ate attempting to resist any proposal to convert 
Pakistan into a theocratic State and to revert to outmoded practices of law 
based on religious doctrine. It is here perhaps that Mr. Jinnah’s loss will 
be most greatly felt, for he was essentially a modernist; without the support 
of his unchallenged prestige, Government may find it increasingly difficult 
to avoid conforming. There is, of course, no danger that the framers of the 
Pakistani legal system will adopt the full rigour of the Shariat law, which 
would involve cutting off the hands of thieves and similar practices, but in 
the field of social legislation the demands of the zealots will be more difficult 
to resist. Already prohibition has been enforced in the West Punjab and the 
North-West Frontier Province, and it is probable that its general adoption 
is only a matter of time, though non-Muslims will almost certainly remain 
exempt; the modernists will have to yield over this issue, but will fight, 
probably successfully, against attempts to enforce the purdah system. For- 
tunately, at the present critical junction, one of the chief advocates of reform 
on Shariat lines, the Pir of Manki Sharif, has agreed to call off the agitation 


and leave the whole question to the judgment of the Constituent Assembly 
in due course. 


Strained Relations with India 


HE promise of better relations between India and Pakistan held out by 

the Calcutta Pact of last March has not borne fruit, and a sharp deteriora- 
tion must be regretfully recorded. Although most Pakistanis still retain their 
confidence that war between the two Dominions can and will be avoided, 
there is an undercurrent of increasing nervousness which has led to an 
intensifying of defence preparations. It is only too clear that it will be 
difficult to keep the Kashmir struggle indefinitely in a separate compartment, 
and that so long as it remains undecided—and at the moment there appear 
to be no prospects whatsoever of a decision—the ingredients of the powder 
magazine are all present together and might be set off by any casual spark. 
Pakistan would in no circumstances be tempted to fire the first shot (outside 
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Kashmir) against her stronger neighbour, but there are some who fear that 
India’s easy success in Hyderabad may tempt her to further bellicose adven- 
tures. On the other hand, India is, or should be, sufficiently well occupied 
in grappling with her own internal problems, both economic and political. 
A country in the toils of a serious inflation is not likely to undertake the 
unproductive expenditure of a war if it can possibly be avoided, and Indian 
statesmen are fully alive to this as well as to the very real threat of Com- 
munism. On the whole, therefore, Pakistani official circles, while preparing 
for the worst, hope with some confidence for the best; they trust in God but 
keep their powder dry. Although India’s action against Hyderabad has been 
universally condemned, there is a feeling of some relief that it was brought 
to a close so rapidly and comparatively painlessly, without serious reper- 
cussions on relations between the two main communities in other parts of 
the sub-continent. Although legally the Nizam had a good case, some 
Pakistanis will even be found to admit that ultimately, for geographical and 
ethnological reasons, Hyderabad had to become part of India. They only 
wish that India would see the future of Kashmir in the same light. 

The Kashmir problem, however, remains completely intractable, and 
neither side shows signs of budging an inch. The cease-fire proposals of 
the United Nations Commission for India and Pakistan (UNCIP) were not 
acceptable to Pakistan simply because they involved leaving Kashmir mainly 
under the control of the Sheikh Abdullah administration and of Indian 
troops, while the Pakistan and Azad troops were expected to withdraw. 
Pakistan is convinced that, given fair conditions for a plebiscite, the people 
of Kashmir, who are nearly 80 per cent Muslim, would never choose Hindu 
raj, and equally convinced that there could be no fairly conducted plebiscite 
under the conditions proposed by UNCIP. Most unprejudiced observers 
agree with this view, and feel that the acid test proposed by Sir Zafrullah 
Khan at Lake Success is worthy of adoption: it will be recalled that, pro- 
ceeding from the common ground that the question of accession should 
be determined by plebiscite, he stated that if any condition proposed by 
Pakistan was considered by the Security Council as likely unduly to influence 
a single vote in Kashmir in favour of accession to Pakistan, he was prepared 
to withdraw that condition, provided that the same test was applied to what 
was being insisted on by India. 


The Commonwealth Connexion 

HE importance of the Dominions Conference, which is in progress at 

the time of writing, to the future of relations both between Pakistan and 
India and Pakistan and the United Kingdom cannot be overstated. Both 
India and Pakistan are in a mood to judge the value of the Commonwealth 
connexion by the strictly practical test of the benefit it is likely to confer 
upon them. It is perhaps truer to say this of India than of Pakistan, for India 
would be more capable of standing alone. Pakistan’s defence resources are 
far from commensurate with her important and delicate strategic situation, 
and there is little doubt that the leaders of the country realize, as Mr. Jinnah 
certainly did, that to step out of the magic circle of the Commonwealth 
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would be a very unwise proceeding. Yet there is an Anglophobe school of 
thought, becoming increasingly vocal, which maintains that neither the 
United Kingdom, nor the other Commonwealth countries, nor indeed the 
Western democracies in general, have done anything to help Pakistan along 
the hard path she has had to follow since partition. The incipient move for 
closer relations with Russia has not, however, yet borne fruit. Pakistan and 
the U.S.S.R. agreed in principle as far back as last May to exchange diplo- 
matic missions, but no further progress has been made. 

Before leaving the subject of foreign affairs, mention must be made of 
Pakistan’s relations with Afghanistan. Recently these showed a marked 
tendency to deteriorate, since the Afghan press, apparently under official 
inspiration, revived the movement for an independent Pathanistan, and 
appeared to be encouraging the notorious Fakir of Ipi in his anti-Pakistan 
activities. A stop was quickly put to this, and the tone of the Afghan 
Government and press is now as friendly as Pakistan could wish. The 
Afghans appear to have realized that they were barking up the wrong tree 
and Pathanistan is, for the present at any rate, not a live issue. Its principal 
champions, Khan Abdul Ghaffar Khan, the Frontier Gandhi, and his brother 
are under detention, and their Red Shirt Organization has been outlawed. 
The Pathans have taken this calmly, indeed with approval, and are becoming 
increasingly loyal Pakistanis. They are a force to be reckoned with, being 
better armed, thanks to what they have managed to pick up in Kashmir, 
than ever before, and their enthusiastic adherence to Pakistan is perhaps the 
most cheering political achievement of the administration since Pakistan 
came into being. To further the good work, the Central Government is 
paying particular attention to the economic development of the North-West 
Frontier Province. The new Warsak hydro-electric scheme, which is only 
one of several such projects to be carried out in that province, will irrigate 
65,000 acres of barren land in addition to providing power for industrial 
development. No opportunity should be lost of improving the economic 


potential of the tribal areas, for money invested in this will pay a big political 
dividend. 


Economic Affairs 


hg the economic field, the outstanding event has been a big step forward 
towards removal of the chief brake on the wheels of commerce, the 
import-trade control. So far as sterling and soft-currency countries are 
concerned, only ten items remain on the prohibited list and only thirty-eight 
still require licences. Pakistan is, indeed, fortunate in the fundamental 
soundness of her economy, for there are few countries which are normally 
self-sufficient in foodstuffs and at the same time are well supplied with export 
commodities such as jute, cotton, wool, hides and skins, which can be relied 
on to earn sufficient foreign exchange to make up other deficiencies by 
imports. Steady progress is being made in the sphere of industrial expansion, 
and Government appear to have got past the stage of thinking up somewhat 
chimerical programmes and to have acquired a sense of the practicable. 
Prospects for heavy industries are not good owing to the lack of the raw 
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material required for building up an iron-and-steel industry, but the cotton 
and jute textiles and the paper industry offer an attractive field for capital 
and should go ahead when hydro-electric power, which must largely take 
the place of coal, has been further developed; hydro-electric projects are, 
of course, receiving the highest priority and Government have very wisely 
appointed a consortium of consulting engineers, consisting of two British 
firms and one Swedish, to advise them regarding these and all other major 
engineering schemes. Muslim capital is traditionally shy and Government 
have recognized the necessity of encouraging foreign capital to come for- 
ward. A further official pronouncement has been issued to remove some 
of the doubts raised by the original statement of industrial policy as it 
affected foreign capital. It has been made clear that the rules requiring a 
certain percentage of indigenous capital in certain industries do not apply 
to existing units, to transfers of established businesses or to foreign companies 
which start subsidiaries in Pakistan and engage solely in trading and not in 
industry. An assurance is also given that, if the requisite amount of indi- 
genous capital is not forthcoming, Government will lose no time in giving 
permission for the balance to be subscribed by foreign investors. Finally, 
it has been made clear that Government do not intend to place any restriction | 
on remittance of profits to countries from which capital is drawn, except 
when such restriction is necessitated by foreign-exchange limitations. This 
means in practice that there will be no restriction at all, in the foreseeable 


future, on remittance of profits to the United Kingdom and other sterling 
countries. 


Pakistan, 
November, 1948. 





CANADA 


THE LIBERAL CONVENTION 


HE stage is now completely set for the opening of a new and livelier era 

in Canadian politics. At a national convention held in Ottawa early in 
August the Liberal Party, now in power, revised its programme and pro- 
vided itself with a new leader in Mr. Louis St. Laurent, K.C., who is a very 
different type of politician from Mr. Mackenzie King. At a similar conven- 
tion held in the same city two months later the Progressive-Conservative 
Party followed the example of its historic rival in redrafting its programme 
and choosing as its leader Mr. George Drew, the Premier of Ontario, who 
bears very little resemblance to his predecessor Mr. John Bracken. In each 
case the victorious candidate, drawing support from all sections of the 
country, easily defeated two rivals by securing on the first ballot about 
two-thirds of the votes cast, and when the rivals made the elections unanimous 
the ranks of their parties were closed behind the new leaders. Accordingly 
the depressing political stagnation, which has prevailed in Canada since the 
close of the late war, is ended. New and interesting personalities, who will 
employ different methods in Parliament and different techniques in their 
appeals for popular support from those used by their predecessors, will be in 
command of the two senior parties of Canada and new issues will be the 
staples of political controversy. 

The Liberal convention began in dull humdrum fashion with Ministers 
and their parliamentary adherents apparently in full control of the pro- 
ceedings. But on the second day a temper of rebellious criticism developed 
among many of the delegates, and Ministers had to listen to a sustained 
arraignment of their sins of omission and commission, in which the most 
effective voices were those of two former colleagues, Mr. Angus Macdonald, 
the Premier of Nova Scotia, and Major Power, the former Minister for Air. 
The chief counts in the indictment were the laxity of the King Ministry about 
fundamental principles of Liberalism such as the rule of law and individual 
freedom, its disdain for the supremacy of Parliament, its encouragement 
of arbitrary bureaucratic rule and its disposition to countenance measures of 
tariff protectionism. The revolt had healthy results, for it producedaclear-cut 
reaffirmation of the basic principles of Liberalism and the incorporation of a 
number of distinctly progressive features in the party’s programme. 

In the field of international affairs the convention gave a mandate to the 
Government to work out with other free nations plans for joint defence 
based upon self-help and mutual aid as part of a combined effort to preserve 
peace and restrain aggression. In respect to fiscal policy the delegates 
condemned the embargoes upon exports of farm products to the United 
States, with the result that they were cancelled soon afterwards, and passed 
a resolution calling for an enlargement of foreign trade through reciprocal 
tariff agreements with other countries, particularly with the United States. 
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Resisting the temptation to gain party advantage by a change of front, 
they strongly endorsed the Government’s policy about financial relations 
with the provinces and, pronouncing for equality in the realm of social 
services to the maximum degree permitted by the national structure between 
all sections of the country, reprobated what were regarded as the claims of 
the governments of Ontario and Quebec for special advantages for their 
provinces and for a veto upon national policies. The convention also 
endorsed the ministerial programme for the welfare of war veterans, urged 
a broader and more vigorous policy in regard to immigration, coupled its 
benediction of free enterprise as the best key to greater production and 
prosperity with a mild approval of State intervention, when the public 
interest demanded, and insisted upon a general inquiry into the structure of 
railway freight rates by a Royal Commission; other resolutions committed 
the party to a continuance of Federal aid for housing schemes, to a carefully 
planned development of Canada’s natural resources, to the adoption of a 
special flag for Canada and to the restoration of the supremacy of Parliament. 
National unity and social security were proclaimed to be the two foremost 
objectives of the Liberal Party, and the policies for their attainment are offered 
as a challenge to the full-blooded Socialism of the C.C.F. and the indirect 
statism of the Progressive-Conservatives. 


The New Leader 


i. the contest for the leadership the abilities and other qualifications of 
Mr. Louis St. Laurent, who only began his public life in 1941, were so 
obviously superior to those of two senior members of the Liberal hierarchy 
who entered it against him that its result was never in doubt. He was born in 
1882 in rural Quebec toa French-Canadian father and Irish motherand educated 
at local schools and Laval University; the forensic talents which he had 
developed, and the prestige which he gained as a leader of the Canadian Bar, 
would not have raised him in seven short years from political obscurity to 
the leadership of a national party if he had not been endowed with uncommon 
gifts of mind and character, reinforced by great personal charm. If his 
strain of Irish blood exposes him to the charges of racial fanatics in Quebec 
that he is only a half-breed French-Canadian, it gives him a special equipment 
for understanding the view-points of both the basic stocks of Canada and 
for promoting their harmonious co-operation for national purposes. As 
a French-Canadian, who has fought courageously the parochial isolation 
of Mr. Duplessis and given unwavering support to the United Nations 
Organization, he is well qualified to unite the Canadian people behind the 
policy of liberal internationalism in politics and trade to which his party is 
pledged. In two Cabinet offices he has proved his ability as an administrator 
and parliamentarian and, as Minister of External Affairs, he gave a firmer 
direction to Canada’s foreign policy than it ever enjoyed under Mr. Mackenzie 
King. In his views about social and economic problems he has a conservative 
bias, which keeps him right of centre, but he will never balk at reforms when 
the need for them is proved. He will impose upon his Ministers high stan- 
dards of integrity and industry, and he will never be the creature of any 
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special group or interest, not even of his own Roman Catholic Church, whose 
strong pressure did not avail to prevent him from voting for the condemna- 
tion of Franco’s régime by the United Nations. 

But while the ordered clarity and reasoned logic of his parliamentary 
speeches has always carried conviction in the House of Commons, the 
legalistic flavour of his oratory has not captivated the public and he has yet 
to prove that he is an expert in the technique of electioneering for votes. 
Moreover, some doubts are expressed whether his statesmanlike temper will 
be adequately supplemented by the political finesse and subtle dexterity in 
the arts of compromise which seem indispensable for long tenure of power 
in Canada. But there is no question that the Liberal Party has been fortunate 
to find a leader of his quality and that no man of such intellectual distinction 
has ever held the office of Prime Minister of Canada. When he comes to it, 
he will reorganize the Liberal Ministry, and the recent promotion, made with 
the assent of Mr. King, of Mr. Lester Pearson, who has served with credit as 
Under-Secretary for External Affairs, will give his Cabinet a very useful recruit. 


Progressive-Conservative Programme 


HEN the Conservative Party in 1942 chose as their leader Mr. John 

Bracken, a westerner who had no Conservative background and had 
always styled himself a Liberal-Progressive, and added at his request the 
prefix “Progressive” to their traditional name, their action represented an 
effort to attract the support of Liberals and independents in the western 
and maritime Provinces who disliked the domination of French-Canadian 
influence at Ottawa; but the experiment did not prove successful. Mr. 
Bracken, unable to shed his liberal views about tariff policy, was never 
comfortable as leader of a party which had always favoured a high level of 
protection, and it will be much happier with its new leader, Mr. Drew, 
who, as a grandson of a Tory member of Canada’s first Federal Parliament, 
was cradled in Conservatism and hails from the Toronto area, which since 
the present century began has been the firmest stronghold of political Con- 
servatism in the Dominion. So, although the prefix “Progressive” has been 
retained, the party is now back at its old moorings, which it should never 
have left, under the leadership of a simon-pure Conservative who has never 
had any dalliance with other creeds. 

The revised programme, which the Progressive-Conservative delegates 
endorsed, does not blaze many new trails and consists of seven declarations 
of principles and thirty resolutions dealing with specific questions. The 
declarations pronounce against socialistic experiments and for the preserva- 
tion of free enterprise, against centralism and for the safeguarding of 
provincial rights, for the outlawry of Communist activities, for the restora- 
tion of the supremacy of Parliament and for the termination of the bureau- 
cratic rule of civil servants in the rdle of policy-makers, and restate with 
modifications appropriate to the conditions of 1948 the protectionist fiscal 
creed of the party. In the sphere of external affairs the party is pledged to 
maintain and strengthen the structure of the British Commonwealth through 
policies of the mutual co-operation of its units, to cultivate closer relations 
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with the United States and France, to give the strongest possible support 
to all plans for security evolved by a democratic alliance and to pursue a 
policy of “friendly firmness” towards Russia. The outstanding commitments 
of the specific resolutions are for a substantial immediate reduction in 
income and “nuisance” taxes, for a social security programme on contri- 
butory lines, for the creation of a National Labour Council for the adjustment 
of industrial disputes, for a more adequate programme of rearmament, for the 
completion of both the St. Lawrence Deep Waterway and the Trans-Canada 
highway, for a free market for newly produced gold, for the adoption of a 
special flag for Canada and for the establishment of a national library. The 
new programme, which is skilfully designed to win the support of different 
classes of disgruntled voters, has some vote-catching features, like the 
proposal to abolish the trivial tax on radio licences, which merit criticism, 
but many of its items will help to absolve the party from the charge that it 
has turned to reactionary courses. 

Its new leader, Mr. Drew, born at Guelph, Ontario, in 1894 and educated 
at Upper Canada College, has a very versatile career to his credit. He has 
been in turn a soldier in the First World War, lawyer, municipal official, civil 
servant, author and politician, and since he won the provincial leadership 
of his party in 1939 he has been recognized as one of its outstanding per- 
sonalities and a national figure. Assuming the leadership of his party in 
Ontario in 1939, when it held only 20 out of 90 seats in the provincial 
legislature, he revitalized it so successfully that, after winning the largest 
quota of seats in the election of 1943 and ruling for two years under difficult 
circumstances as head of a Ministry which lacked a majority, he restored the 
old ascendancy of his party decisively at an election in 1945 and secured a 
fresh mandate for it in 1948, although he lost his own seat. He therefore 
comes to the Federal arena with high prestige as an experienced campaigner 
and winner of elections and also as a competent administrator. Undoubtedly 
his immense fund of energy and his debating powers will give a very valuable 
reinforcement to the Opposition front bench in the House of Commons at 
Ottawa and, since he has a keen zest for controversial warfare about public 
issues, the future sessions of the Federal Parliament promise to have a 
liveliness that they have not known for some years. 

Mr. Drew would deny fiercely that he is not sanely progressive in his views 
upon economic and social problems, and in the field of education he has 
been a zealous reformer. But he has always been rated a member of the Right 
Wing of his party, and through some of his measures and actions he has 
incurred the strong dislike of the labour unions, whose spokesmen attack him 
habitually as the henchman of the “big business” interests. And it is just 
possible that his very genuine ardour, amounting almost to a ruling passion, 
for the maintenance of Canada’s connexion with Britain and the rest of the 
Commonwealth may prove a handicap to him outside his own province. But 
one thing is certain, that if aggressive and industrious leadership can re- 
invigorate the Progressive-Conservative Party, he will provide it. 

The paramount need of Mr. Drew and his party is to solve the problem 
which has baffled them for years, of drawing substantial voting support 
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from French Canada, the great basic reservoir of Conservative sentiment, 
and behind the election of Mr. Drew there is the calculation that the work- 
ing concordat which he has developed with Mr. Duplessis, the Premier of 
Quebec, for their common battle with the King Ministry over the issue of 
provincial autonomy will not be dissolved, and that in the next Federal 
election the formidable political machine of Mr. Duplessis’s Union Nationale 
party will function effectively to defeat the Liberal supporters of Mr. St. 
Laurent, who was assiduously and successfully limned in the recent pro- 
vincial election in Quebec as a betrayer of its sacred rights. But while Mr. 
Drew and Mr. Duplessis can easily co-operate as defenders of provincial 
rights and foes of Communism, they are poles apart on other fundamental 
issues. For one thing Mr. Drew, as an ardent imperialist, favours whole- 
hearted co-operation with the rest of the Commonwealth and a vigorous 
programme of rearmament, and Mr. Duplessis is an extreme racial nationalist 
and isolationist who actually opposed Canada’s participation in the late war. 
So any open alliance between them in the Federal field would have dubious 
prospects of permanence. Moreover, Mr. Duplessis, a very shrewd politician, 
will be very reluctant to imperil his own ascendancy in Quebec by exhorting 
his racial compatriots to vote for a Conservative Imperialist from Ontario 
in preference to a native-born Quebecois, who when he assumes the office 
of Prime Minister will be the second French-Canadian to hold it since Con- 
federation. So the prevalent impression is that, while Mr. Duplessis may 
give Mr. Drew his blessing as a champion of provincial rights and contrive 
for him some surreptitious support in a Federal election, he will not emerge 
as an open and active ally of the Progressive-Conservative Party. 

Mr. Drew’s task, as leader of the Progressive-Conservative Party, will be 
to exploit the growing dissatisfaction of the public with the policies of the 
present Liberal Ministry and at the same time to meet the growing challenge 
of the C.C.F. who have not failed in recent months to make political capital 
out of the continuing increase in the cost of living. This he can be counted 
on to do with the greatest vigour. Neither his character nor his record 
suggests that under present circumstances he will lend an ear to those who 
advocate a coalition of the two historic parties as the only safeguard against 
socialism. What change in attitude might follow untoward developments 
in the uncertain international situation, involving far-reaching changes in 
Canadian conditions, it is of course impossible to predict. 


Visit of Sir Stafford Cripps 
HE September discussions between Sir Stafford Cripps and Canadian 
Ministers and officials can be put down as highly satisfactory and 
useful—even though they presented a serious challenge to Canada’s future 
trade prospects in the sterling area. 

The background of these talks is this : that both Governments had become 
increasingly concerned at the deterioration in commercial relationships 
between the two countries since the war. This was generally ascribed to the 
fact that difficult and often painful trade negotiations were being treated on 
an ad hoc basis, without regard to the longer-term perspective of future 
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probabilities. A case in point was the contentious and unfortunate discussion 
of last December respecting renewal of food agreements for 1948. These 
eleventh-hour negotiations very nearly ended in complete failure and 
aroused considerable ill feeling and dissatisfaction on both sides. 

The Cripps talks were initiated to avoid, if possible, the recurrence of such 
dilemmas. The aim was to provide a means of discussions at the highest 
levels, of the whole Canada—United-Kingdom trade and fiscal problem in all 
its many aspects and especially from a long-term point of view. 

Fortunately, the visit of Sir Stafford to Ottawa and Washington at the end 
of September coincided with the completion by the United Kingdom of its 
four-year balance-of-payments programme as required for submission to the 
OEEC (Organization for European Economic Co-operation) in Paris. Sir 
Stafford was able therefore to bring to Ottawa a preview of the British 
programme. It provided the starting-point for a week of discussion which 
included almost every phase of trade and fiscal relationships between the 
two countries. 

As seen through Canadian eyes, the important results of the discussions 
can be summed up as follows : 


1. Britain sees little or no chance that free sterling-dollar convertibility 
will be achieved even in 1952. This implies continuation of sterling-area 
trade and import restrictions beyond that date. 

. In order to bring her dollar accounts into balance by 1952, Britain must 
unavoidably make substantial and progressive reductions in her 
Canadian dollar-area purchases. 

. Even though these reductions, as presently contemplated, fall more 
lightly on Canada than on other dollar areas, they do nevertheless 
involve substantial cutbacks in purchases from Canada, by both Great 
Britain and sterling-area countries. 

. These cutbacks hit especially all luxury, semi-manufactured and manu- 
factured goods. But they apply as well to foodstuffs like Canadian 
bacon and eggs which are presently being bought by Britain in con- 
siderable quantity. 


Before discussing some of the implications of these matters a number of 
general observations are in order. 

It was recognized at the outset that these estimates and forecasts of the 
British trade and payments position were highly speculative. For one thing 
the calculations were based on 1948 prices. Were the terms of trade to move 
in Britain’s favour between now and 1952 (as would appear most likely) 
there might be considerable improvement in the British estimate of what they 
expect they can afford to purchase from Canada. 

Against this there is the probability that British productive effort may not 
be able to continue the gains made during 1948 and that even to-day the 
emergence of a new rearmament effort may have weakened if not destroyed 
the very calculations on which the estimates were based. 

As well, there is the prospect that fundamental changes in these calculations 
may be made either in Paris by the OEEC authorities themselves, or later in 
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Washington by the U.S. Congress or officials of the Economic Co-operation 
Administration. 

Another proviso, of particular interest to Canada, is that some of the 
projected cutbacks in Canada—United-Kingdom trade may hinge on the ability 
of the United Kingdom to increase its exports to Canada. True, Britain 
hopes for 1948 to attain her target figure of £70 million in exports to Canada. 
(The 1947 total was £47 million and the highest pre-war total was £49 
million.) But it is believed the British would like to move this target to 
£80 million for 1949, with an eventual goal of £100 million. How reasonable 
these figures will prove in the light of continuing difficulty in merchandizing 
in Canada at acceptable prices such key items as cotton textiles is yet unproven. 

All these calculations and suppositions are looked on in Canada as useful 
and informative, even though they confirm fears as to the probable future 
limits of Anglo-Canadian trade. 

For the sterling area as a whole they suggest that a present overall deficit 
on Canadian account of about £150 million annually might be closed in 
roughly the following manner: by reducing sterling-area purchases in Canada 
to the extent of £50 to £60 million annually; by boosting United Kingdom 
sales in Canada another £25 million annually. The remainder of the gap 
would be met by increased invisible earnings plus drawings on United 
Kingdom earnings from other dollar accounts. 

If these calculations are correct, they suggest that in future Canada will be 
reduced to little more than “hewer of wood and drawer of water” status so 
far as the sterling area is concerned. The emphasis, in short, is on obtaining 
assurance of continued Canadian supplies of base metals, wheat, cheese and 
other raw materials. Almost all other purchases would be eliminated 
entirely or reduced to a “token import” basis. This would be true not only 
of Canadian opportunities in the United Kingdom market but also in the 
rest of the sterling area. 

Estimated volume of this export trade is put at something between 
£175 and £190 million for the combined United-Kingdom-sterling area. 
This is, of course, a considerable volume of trade eventhough substantially less 
than present levels. It is predicated on the important assumption that 
Britain is going to find a way out of her present difficulties and will be able 
to operate her productive capacity at a high and increasing tempo in the 
future. Only by doing this, it is pointed out, will there be any substantial 
continuing sterling market for these Canadian raw materials. 

According to these same calculations, almost all Canadian purchases, 
other than essential foods and raw materials, would be eliminated or reduced 
to a token basis. This is especially true of the sterling area outside the 
United Kingdom where Canadian goods now find a ready and substantial 
market. (In 1947 Canadian exports to the sterling area, exclusive of United 
Kingdom and Newfoundland, were valued at {90 million. In the first 
eight months of 1948 these exports had shrunk by 40 per cent, with prospects 
for further substantial decline clearly marked out in the British scheme.) 

This is one important feature of the proposals which is causing considerable 
concern in Canada at present as well as for the future. 
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For example, the British West Indies is traditionally an important outlet 
for a wide variety and volume of Canadian goods. Yet British policy in this 
area (as well as in other parts of the sterling bloc) is quite clearly focused on 
freezing out Canadian suppliers and substituting new sterling sources of 
supply. 

What the Cripps discussions did achieve was a frank and full discussion 
of this disturbing phase of Canada-United-Kingdom trade relations. Pre- 
sumably this is one of the important matters which will continue under 
detailed study by the new joint committee which emerged as the one specific 
result of the meetings. This committee includes a select, top-drawer mem- 
bership from each country. It has been so devised that it can meet frequently 
in either country as well as periodically on a full-dress basis. The special 
device used has been to include in the membership the British High Com- 
missioner in Canada and the Canadian High Commissioner in London. 
Either of these representatives can meet the “home base” membership from 
time to time, and more frequently than it would be possible to assemble the 
entire groups in either London or Ottawa. 

Another problem which this committee must shortly resolve is the question 
of important bacon and egg contracts between Canada and the United King- 
dom which expire very soon. 

At the Cripps meetings it was made clear that Britain did not intend to 
extend her present substantial purchases of Canadian fresh eggs, and that a 
large reduction in the present bacon contract was in prospect for 1949. In 
both cases these industries have been developed by Canadian farmers to 
meet the urgent war-time needs of British consumers. What had been hoped 
for in many quarters in Canada was that a permanent market had been found 
—a market which could be stabilized over the years with profit to both 
sides. 

How far the British are using their “ultimatum” as a bargaining weapon 
to negotiate concessions such as the reopening of the Canadian loan remains 
to be seen. 

Unless this committee can produce some magical and presently unseen 
trade rabbits out of the sterling hat, it becomes increasingly clear that the 
chief hope for Canada’s expanded manufacturing and secondary production 
must lie in the United States. Thus the Cripps talks can be considered as an 
important and highly desirable preliminary to the Canada—United-States 
trade talks. These talks are scheduled to begin as soon as possible following 
the installation of a new administration at Washington. 

Prior to the Cripps talks it might have been argued that British policy 
was giving Canada no alternative but to negotiate trade discussions on a very 
wide front and on a fully reciprocal basis with the United States. This is 
probably still true in respect of secondary and manufactured items in which 
Canada has now developed a considerable proficiency. But the British may 
now be said to have at least made their position clear as to the possible 
market for Canadian raw materials and certain foodstuffs. 

Canada, 

October 1948. 
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THE BANKING CASE 


N August 11 the High Court delivered judgment in the Bank Nationali- 
zation Case, and, as noted in THE Rounp Taste for September,* 
judgment went against the Commonwealth. However, there were marked 
differences of opinion among the six Justices, and the legal effect of the 
judgments is in some respects uncertain. The Commonwealth is petitioning 
the Judicial Committee of the Privy Council for leave to appeal, which may 
have been granted or refused by the time this is printed. Whatever the result 
of that application, however, and of the appeal itself if leave is granted, 
the present litigation may not finally decide the question whether bank 
nationalization is constitutionally valid. To understand the position it is 
necessary to examine briefly the grounds of decision in the High Court. 
The first major issue was whether the Commonwealth’s power to make 
laws with respect to banking (Constitution, sec. 51 (xiii)) is a wide power, 
extending to the prohibition of banking,t the conduct of banking by the 
Commonwealth itself and direct control of private banks, or is a restricted 
power authorizing only the regulation of banking carried on by private 
individuals. On this question four Justices (Latham C.J., Starke, Dixon and 
McTiernan JJ.) held, in favour of the Commonwealth, that the power is 
wide; two (Rich and Williams JJ.) held, in favour of the banks, that it is 
restricted. The second major issue was whether the prohibition of private 
banking is a denial of the freedom of trade, commerce and intercourse 
among the States, which is guaranteed by sec. 92 of the Constitution. Four 
Justices (Rich, Starke, Dixon and Williams JJ.) held in favour of the banks 
that banking is part of trade and commerce, that inter-State banking is trade 
and commerce among the States and that outright prohibition of all private 
banking is contrary to sec. 92 because of the effect on the inter-State part of 
the business. Two Justices (Latham C.J. and McTiernan J.) held in favour of 
the Commonwealth that banking is not part of trade and commerce, and that 
prohibition of banking without regard to State boundaries is not contrary to 
sec. 92. The third major issue was whether the acquisition of the private 
banks by the Commonwealth Bank, apart from any question of prohibition 
of private banking, is also contrary to sec. 92. On this question, Latham C.J. 
and McTiernan J. held for the Commonwealth, Rich and Williams JJ. held 
for the Banks, but Starke and Dixon JJ. expressed no opinion, since they 
held the acquisition provisions invalid on other grounds. The fourth major 
issue was whether bank nationalization infringed the rights of State Govern- 
ments to be inferred from the federal structure of the Constitution, or from 
* No. 152, September 1948, p. 813. 


+ As a theoretical limit of the power, of course; there is no suggestion that the Govern- 
ment wishes to suppress all banking. 

+ Which is given the standing of a constitutional guarantee by s. 105A of the Constitu- 
tion. The agreement prohibits State borrowing of a long-term character save through a 
Loan Council representing the Commonwealth and the States. 





AUSTRALIA 85 


the Loan Agreement of 1927 which permitted them under certain conditions 
to borrow on overdraft. The Court decided these questions in favour of the 
Commonwealth, Rich and Williams JJ. dissenting on the effect of the 1927 
Agreement. 

In addition to these major issues of power, there were a number of important 
questions concerning the machinery of acquisition and compensation; in 
particular the banks claimed that certain sections might result in a denial of 
the “just terms” of acquisition required by sec. 51 (xxxi) of the Constitution. 
On one of these questions the whole Court, and on another Rich, Starke, 
Dixon and Williams JJ., were against the Commonwealth. These defects 
in the legislation can be cured by amendment, but they were sufficient to 
bring about the consequential invalidity of all the principal provisions of the 
Act except the express prohibition of private banking; as said above, that 
prohibition was held by the majority to infringe sec. 92. It was because 
they held that the “compensation” defects invalidated the acquisition pro- 
visions that Starke and Dixon JJ. did not have to consider whether acquisi- 
tion of private banks, as distinct from prohibition of private banking, was 
also obnoxious to sec. 92. 

Hence the principal legal obstacle to nationalization is the operation of 
sec. 92, and this is the main issue on which leave to appeal is sought. Even 
if the Government obtains leave to appeal and succeeds on this issue, it will 
still have to bring down amending legislation to deal with the machinery 
defects in the 1947 Act, and this fresh legislation will be open to fresh legal 
challenge by the banks. Hence it is now unlikely that the Government will 
be able to proceed far with bank nationalization before the next federal 
election, which must take place at the latest in February 1950. 


Inflation 
HILE the banking decision has been the highlight of recent events, 
the backdrop is provided by the steadily mounting inflation. In the 
year ended June 1948 national income was 20 per cent higher than in the 
previous year. The actual increase of £276 million was described by Mr. 
Chifley in his budget speech on September 8 as “nearly twice as large and 
far more rapid than in 1942-43, which was the year of greatest expansion in 
our war effort”. During the past year there has been some increase in 
employment and probably some over-all increase in production, but the rise 
in national income is principally a reflection of higher rates of pay and higher 
prices. Thus the average earnings of factory employees rose by about 16 per 
cent during the year and are now 78 per cent higher than they were before the 
war. Retail prices rose by about 7 per cent and are now 40 per cent higher 
than before the war. Export prices rose by 50 per cent and are now more 
than three times as high as before the war. 

The increases in prices and money incomes since before the war may no 
be so large as in other countries, but during the past year the rate of increase 
has been substantial and has shown a tendency to accelerate. “We must 
regard with serious concern”, said Mr. Chifley in his budget speech, “the 
rate at which prices and costs have risen during the past twelve months. 
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Unless firmly restrained this movement must cause grave dislocation, 
provoke industrial unrest, and lose for us advantage in point of costs which 
we have had for some years in our trade with other countries.”’ Nevertheless, 
all the indications are that further increases in prices and money incomes will 
occur. Some remarks of the Prime Minister’s at the Premiers’ Conference in 
August have been interpreted as an indication that the retail price index is 
officially expected to rise by 15 per cent during the current year, and the 
same figure has recently been quoted by Professor Copland, the former 
Commonwealth Prices Commissioner. At least half of this prospective 
increase is ascribable to the withdrawal of the Commonwealth’s price sub- 
sidies, announced after the defeat of the Prices Referendum. 


Price Subsidies 

RICE subsidies were not introduced in Australia until April 1943, 

although they had been adopted several years earlier in Britain. Originally 
intended as a means of checking the war-time rise in retail prices, they have 
been criticized recently on the ground that they defeat their own purpose, 
because their administration absorbs labour that might be better employed 
elsewhere, and their cost imposes a burden on the taxpayer that discourages 
production. 

Until 1947 the Commonwealth Treasury’s expenditure on subsidies was 
comparatively small, but in that year the possibility of a substantial increase 
in such expenditure caused alarm. A number of subsidies were therefore 
withdrawn; but a halt to this policy was called last February, when it was 
found that these withdrawals were accentuating the upward effect of wage 
increases on the retail-price index number. At the opening of his Referendum 
campaign, however, the Prime Minister announced that the remaining 
subsidies would not be continued if the Referendum were defeated. He has 
adhered to this policy in spite of criticism from the Opposition and the press, 
and of appeals from the States. In a letter to the State Premiers on June 15, 
the Prime Minister explained that “it has become increasingly difficult, for 
administrative and other reasons, to ensure that full value was obtained for 
subsidy payments in terms of price effects. . . . Particularly in the case of 
subsidies on raw materials which enter into many different products, and 
which pass through many stages of manufacture and distribution, there has 
to be close supervision not only over retail prices but over costs and profit 
margins at intermediate stages. . . . Considerations such as these become 
much more significant now that Commonwealth price control is to cease.” 

The subsidies on inter-State shipping freights (which had already been 
substantially reduced), raw cotton, goat skins and pickled pelts were termi- 
nated on June 30; on wool and imported textile yarns on July 31; and on 
whole milk on September 30. The subsidy on potatoes was withdrawn 
on October 31. Subsidies on tea, dairy produce, superphosphate and coal 
are to continue for the time being but will be subject to periodic review. 
The saving to the Commonwealth Treasury is estimated at about £26 million 
in the current year. Last year the Price Stabilization and Primary Production 
subsidies cost nearly £46 million. This year the cost of the remaining | 
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subsidies is estimated at less than £20 million. In his budget Mr. Chifley 
announced reductions in the rates of individual income-tax and social- 
service contribution that were designed to leave an extra £26 million—the 
same amount as the cost of the subsidies—at the disposal of the taxpayer. 
Since this amount is only about 14 per cent of the national income, it may be 
doubted whether the withdrawal of the subsidies will facilitate any significant 
reduction in administrative staff, or whether tax reductions that will shortly 
be absorbed by higher prices are likely to encourage taxpayers to work 
harder. 

Before the Referendum the Prime Minister estimated that the removal of 
Commonwealth subsidies would double the price of potatoes, raise that of 
milk by a halfpenny per quart, and “an ordinary three-piece suit would cost 
another 35s.; shoes would go up by 2s. a pair and those who prefer kid shoes 
would have to pay 6s. more a pair”. Traders estimate that the price of im- 
ported textiles will rise by at least 33 per cent. The effect of such increases 
in living costs is particularly serious in Australia because of the automatic 
relationship that exists between the retail-price index number and the basic 
wage. The rise in the former will be followed by a corresponding rise in the 
latter, and further price and wage increases will follow until the incidence 
of the higher cost of living has settled on those whose incomes are wholly 
or partially fixed. 

The effects of these increases are likely to prove particularly embarrassing 
to the States. The Commonwealth has thrown on them the responsibility 
for continuing price control, but they lack the financial resources to provide 
any price subsidies themselves. Nevertheless, they have responded to the 
challenge and after a series of conferences have agreed, with what seems to 
be remarkable unanimity, to retain controls on about 20,000 of the 50,000 
items previously controlled by the Commonwealth. The States took over 
the local branches of the Commonwealth Prices administration on September 
20, thus avoiding any marked dislocation. 

According to a public opinion poll in August, two out of three electors 
wish to retain some form of price control. How long the States will continue 
to agree and how eifective their controls will be, particularly when the 
abolition of subsidies begins to make its effects felt, remains to be seen. 
Moreover, although the States have retained control over items that enter 
into the regimen of the retail-price index number, so that any increase in 
their prices will be limited to that due to the abolition of subsidies, organized 
labour is likely to become restive if marked increases occur in the price of 
decontrolled items outside the regimen. 


Budgetary Policy 
HE disintegration of price control, following upon the breakdown of 
“wage pegging”, will further weaken, if it does not finally remove, the 
barricades that were erected against inflation during the war. The Govern- 
ment may, however, be hoping to retrieve the situation by budgetary policy, 
and it has certainly succeeded in substituting a surplus for the heavy war-time 
budget deficits. The Commonwealth’s nominal surplus was only {1,400,000 
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in the year ended June 1948, but this was after the National Welfare Fund’s 
holdings of Commonwealth securities had been increased by £20 million, 
and after £18 million of long-term and £60 million of short-term debt had 
been redeemed. Indeed the Commonwealth’s real surplus was so large that 
it exceeded the deficits of the States and of semi-governmental and local 
authorities by £25 million. A further real surplus is likely during the current 
year, although the Government is budgeting for a nominal deficit of 
£18 million. 

A budget surplus used to pay off short-term debt drains away purchasing 
power and tends to damp down the rise in prices and incomes. This is the 
Prime Minister’s justification for not reducing taxation by more than the 
amount necessary to offset the abolition of subsidies. In addressing the State 
Premiers in August he is reported to have said that “in his opinion a case 
might be made for a policy of accumulating government surpluses in times 
of prosperity. He was not at all sure that Government should not seek 
surpluses when times were good so that they could accumulate reserves for 
adverse periods” (Melbourne Herald, August 23, 1948). The weakness of the 
Government’s policy, however, is that its surplus has not been achieved by 
the pruning of expenditure, but by the buoyancy of revenue resulting from 
the rise in prices and money incomes. In fact the surplus is itself a symptom 
of the inflation. 

If inflation is to be checked by budgetary policy it is necessary to reduce 
Government expenditure as well as to show a surplus. In the current year, 
however, the Commonwealth is budgeting for an expenditure of {£5 10 million 
which is £46 million higher than last year. It is true that part of this increase 
is accounted for by the transfer of balances from Trust Funds to a new War 
Gratuity Reserve, and that further sums will be allocated both to that fund 
and to the National Welfare Fund. It is also true that much expenditure that 
might be charged to capital account is being met out of revenue, but the 
inflationary effect of Government expenditure may be much the same whether 
it is spent on current services or on capital equipment. 

The failure to reduce expenditure is due to two main factors. The first is 
the Government’s policy of expanding social services. The budget provides 
for increases in child endowment, old age and invalid pensions, widows’ 
pensions, war pensions, hospital benefits and tuberculosis benefits. Such 
increases can be justified on account of the higher cost of living, but that only 
illustrates the vicious circle we are in. So does the second factor, which is 
the rise in the cost of administration, resulting from the increases in public- 
service salaries, the 40-hour week and the increased cost of materials 
purchased by the Government. For this reason also the Commonwealth 
was under pressure at the Premiers’ Conference in August to increase its 
reimbursement grant to the States under the uniform-tax system, and it 
eventually agreed to an increase of £9 million. 

While the inflation cannot be effectively checked by budgetary policy so 
long as Government expenditure continues to increase, we can take comfort 
that it is at least not being stimulated by a Government deficit, as happened 
during the war and as might happen again if the budget surplus were 
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dissipated. The immediate causes of the present inflation are to be found, 
not in the budgetary situation, but in the unwillingness of primary producers 
to forgo the benefits of high overseas prices for their produce and in trade- 
union pressure for increased wage rates. 


Export Incomes 

HE rise in overseas prices has occasioned a great expansion in the value 

of exports and in the incomes of primary producers. In the year ended 
last June the value of exports was £406 million, or 30 per cent more than in 
the previous year. Wool shipments were valued at £150 million as compared 
with £126 million for the previous year, and wheat at £85 million as com- 
pared with £30 million in the previous year. These high export receipts 
have inevitably inflated the incomes of primary producers. According to 
the White Paper on National Income the incomes of unincorporated busi- 
nesses (largely farmers) rose from £305 million in 1946-47 to £450 million 
in 1947-48. It does not follow that all this extra income has been spent on 
consumer goods and services. Much of what was left after taxation has gone 
to pay off past indebtedness and to improve farm properties. Nevertheless 
it constitutes a potent source of inflation in the community. Furthermore, the 
rise in overseas prices has also entailed higher prices to home consumers for 
both exportable and imported goods. Addressing the Australian Labour 
Party conference in Sydney last June, the Prime Minister said: “I am very 
fearful of what could possibly happen arising out of inflation throughout the 
world and do not want it to happen here.” 

One method of counteracting the effect of rising overseas prices would be 
to appreciate the exchange rate. This method was adopted by the New 
Zealand Government on August 19.* Their action came as a complete sur- 
prise to the Australian public, although only its timing could have been 
a surprise to the Prime Minister. New Zealand sources now report that it 
was discussed when Mr. Nash, the New Zealand Treasurer, visited Canberra 
last June. His hurried visit was something of a mystery at the time, and no 
very coherent account of his mission appeared in the press. A few weeks 
later Mr. Chifley made a brief visit to London and, in view of the New 
Zealand proposal, the future of the Australian exchange rate can hardly 
have escaped discussion there, although the main objective of the visit was 
stated by the Prime Minister to be “‘to find out how best we can co-ordinate 
the policies of the two governments having regard to the shortage of dollars; 
how Australia can share in the availability of goods from Britain, previously 
obtained from the United States and other hard currency areas; and to 
discuss a long range policy regarding dollars”. 

A rise in the exchange rate would have the dual effect of reducing—in 
terms of Australian currency—both the incomes of exporters and the prices 
of imported goods. It would therefore be unpopular with primary producers 
and with manufacturers exposed to the competition of imports. Furthermore, 
by tending to retard exports and stimulate imports it might occasion balance- 
of-payment difficulties, particularly if the prices of primary products fall 

* See p. 95. 
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in the coming season. On the other hand, any reduction in the price of 
exportable or imported goods would benefit the city dweller and it is reported 
that some sections of the Labour Party would welcome it on that account. 
However, on August 20 Mr. Chifley reiterated his statement of last February, 
that the Australian pound would not be appreciated unless sterling were 
depreciated. He had apparently been assured in London that no depreciation 
in sterling was expected. “The Australian Government would not think it 
wise”, he said, “to alter the Australian exchange rate if circumstances 
similar to those in New Zealand were operating here.” Nevertheless the 
New Zealand experiment will be watched with interest in Australia. 


Wages 

CCORDING to the text-book exposition of inflation, money wages will 
A chase prices and “real” wages will therefore fall. In the present instance 
this is true in so far as the Australian basic wage lags three months behind the 
retail-price index number. For the rest prices appear to have been chasing 
wages. To some extent this is the result of deliberate policy on the part of 
the more militant union leaders, one of whom openly declared last year that 
they would see that prices chased wages this time so that the squeeze would 
be on profits instead of on wages. Whether or not this attitude is typical, 
the temptation to press for higher wage rates is almost irresistible in a period 
of full employment. 

It is estimated that by the end of 1947 the average earnings of adult males 
had increased (on account of the combined effect of the 7s. increase in the 
basic wage awarded in December 1946, and the increase in margins and 
penalty rates after the 1946-47 strikes in the engineering, gas and transport 
industries) by approximately 16s. per week, and that the retail-price index 
number had been raised by 5 per cent. Since the beginning of the present 
year these increases have been supplemented by those due to the introduction 
of the 40-hour week. In recent months the unions have been consolidating 
their gains, but they may be expected to renew their pressure, particularly if, 
as a result of price decontrol, there is a marked rise in the prices of goods out- 
side the regimen of the retail-price index number. As long agoas last June Mr. 
Clarey, President of the Australian Council of Trade Unions, said that “it would 
be a bare-faced confidence trick to control only goods used to measure price 
fluctuations for wage adjustments and to remove controls on other goods”’. 

The basic-wage award of December 1946 was admittedly only an interim 
award on an application that had been before the Court since 1940.* Sooner 
or later, a final determination will have to be made in this eight-year-old 
case. At its meeting in March the Inter-State Executive Committee of the 
A.C.T.U. decided to claim an increase of 24s. per week in the basic wage. 
At its July meeting this decision was confirmed, and steps were taken to 
make an early application to the Court and to appoint a panel of three trade 
unionists to help the Secretary to prepare and present the case. Meanwhile 
. some of the militant unions have already voiced a demand for a 305. increase 
in the basic wage and a 30-hour week. 

* See THE Rounp Taste, No. 146, p. 192. 
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It is not yet known when the new basic-wage application will come before 
the Court. How successful the Unions will be will depend very largely on 
the prosperity of primary industry. The Court’s decision last year to award 
the 40-hour week was greatly influenced by its belief that primary producers 
could bear the extra burden of higher costs and prices. If export prices fall 
in the coming season, the Court may well hesitate before granting a further 
increase. There seems little doubt, however, that the unions will exert strong 
pressure to secure further advances in wage rates in the next few months. 


The Political Scene 


hen coming federal election is already casting its shadows before. The 
possibility of a vigorous anti-inflationary policy is limited by the anxiety 
of the Government to recover some of the support it lost by its decision to 
nationalize the trading banks. Its decontrol measures are calculated to allay 
fears of “Canberra bureaucracy” and its budget concessions, particularly the 
increase in social-service benefits, follow a familiar technique for attracting 
votes. 

The Government has also shown itself anxious to avoid further alienating 
important sections of the electorate. Thus appreciation of the exchange 
rate has been ruled out largely out of consideration for the rural voters. On 
the other hand, the Government has given some evidence of a stronger line 
against the Communists in the trade unions, although not so strong as some 
of its critics—within as well as outside the Labour Party—would like. In 
spite of protests from the maritime unions, arms have been sent by air to 
Malaya. Militant union leaders have been refused permission to visit the 
rocket range in South Australia, and prosecutions have been threatened if 
labour is therefore withdrawn. The Queensland Labour Government has 
imprisoned militant union leaders for breaches of its anti-picketing legislation. 
These incidents reflect a growing rift between the moderate and the militant 
elements in the trade-union movement. 

It is difficult to judge the effect of these measures on the present state of 
political opinion. Earlier in the year the defeat of the Prices Referendum 
seemed to some observers to indicate a decisive swing against Labour, as 
did the loss of two by-elections for the N.S.W. State House. On the other 
hand, the result of the Tasmanian State elections in August may indicate 
that the party has recovered some lost ground. Under the Tasmanian system 
of proportional representation large swings in the membership of the Lower 
House do not normally occur, but the Opposition used their majority in the 
Upper House to force an election in the confident expectation that they would 
win the two seats necessary to enable them to form a government. Actually 
they won only one, with the result that Labour remains in office. Too much 
significance should not be attached to this result which was certainly in- 
fluenced by peculiar local circumstances, but past experience indicates that 
it would also be rash to predict the result of the next election on the basis 
of the defeat of the Prices Referendum. 


Australia, October 1948. 
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THE FIRST NATIONALIST BUDGET 


HE main function of the first Session of the Union’s new Parliament was 
the consideration of the budget for 1948-49 and the disposal of ques- 
tions arising therefrom. 

The United Party Government did not introduce a budget before going to 
the country. Herein it acted in accordance with a tradition which has nearly 
always been followed in the Union—that in an election year it is left for the 
Government which has received the support of the electorate to submit the 
budget. From the financial point of view it is a good tradition, since other- 
wise there might be a temptation in the pre-election atmosphere to put for- 
ward financially unsound proposals. 

In this instance the result was that Mr. Havenga could start his renewed 
tenure of the Treasury in favourable circumstances. In the first place he 
inherited a surplus for 1947-48 of £8,900,000 on Revenue Account. He 
proposed its transfer to Loan Account, as no doubt his predecessor would 
also have done. But in addition, he had, in estimating his revenue for 1948- 
49, the advantage of having available final figures for the previous year and 
also for the first quarter of the new year. During that first quarter there had 
been heavy collections of arrear Income Tax, which could hardly have been 
foreseen had the budget been submitted at the usual time. He was therefore 
able, when presenting his budget on August 9, to fix his estimates of revenue 
at a considerably higher figure than would have been taken in February, and 
on that basis to make his proposals for additional expenditure and tax conces- 
sions. In doing so he did not allow for the fact that such arrear collections 
can hardly be expected to be recurrent—indeed, one of the features of the 
budget was its failure to look beyond the current financial year. On more 
than one occasion Mr. Havenga insisted that it was his policy to deal with 
the financial position of each year as it arose. For this year he would go to 
the limit in making concessions. If next year tax burdens now remitted had 
to be reimposed, well, that would be the time to consider it. Whether or not 
this is a sound policy, time will show. 

Mr. Havenga took over the Estimates of Expenditure as prepared by his 
predecessor, amounting to £124,057,000, and indicated in his budget speech 
that, budget proposals apart, Supplementary Estimates to the extent of 
£1,469,500 would be necessary. He then submitted proposals for further 
expenditure—{1,000,000 as a grant to the National Road Fund, £100,000 
as a further contribution to the United Nations Appeal for Children, 
£970,000 for increased allowances, based on higher living costs, to certain 
groups of public servants, and £3,000,000 for improved pensions, especially 
Old-Age Pensions, and similar allowances. This brought the total estimated 
expenditure for the year to £130,597,000, the comparable figure for 1947-48 
having been £119,880,000, 
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The improvements in pensions and other allowances had been fore- 
shadowed by the United Party Government. Mr. Havenga’s proposals, 
however, differed from those that his predecessor might have been expected 
to submit in that he specifically excluded Natives and Indians from the 
increased benefits. For this he could advance no better justification than that 
a possible increase in Social Pensions to Natives would have to be considered 
in relation to the Government’s general Native policy. As to the Indians he 
remained silent. 

On the Revenue side Mr. Havenga’s estimate on the existing taxation 
basis was £136,500,000, which was raised to £137,060,000 by a change in the 
basis of taxing stock-exchange transactions. He therefore felt himself 
able to propose substantial tax remissions, costing in all £5,770,000 in the 
current year. Apart from the abolition of what still remained of the war-time 
surcharge on Transfer Duty at a cost of £400,000, these all fell within the 
scope of the Income Tax Act—the beneficiaries being individuals and gold- 
mining companies. In making his concessions to the gold-mines, involving 
a surrender of £900,000, Mr. Havenga followed the same lines as Mr. 
Hofmeyr had pursued in the two previous budgets—he reduced the formula 
tax and increased the amortization allowance. He has been criticized for not 
helping the mines, which as a result of rising costs are finding it difficult to 
pay their way, but, where there is little or no profit, income-tax concessions 
can in the nature of things bring little relief. 

It is the individual taxpayer who has benefited most from the budget. The 
20 per cent surcharge on normal Income Tax and the 25 per cent surcharge 
on Super Tax, which were imposed during the war, have been swept away, 
and the primary rebates have been increased, in the case of married men from 
£22 to £31, which means that a married man with two children only becomes 
liable for tax at an income level of £776. 

Mr. Havenga’s concessions have been generous. They will cost consider- 
ably more in 1949-50 than in 1948-49. At the same time expenditure con- 
tinues to increase. As his revenue is still buoyant, he should come out 
comfortably enough this year. But he himself has indicated that he is not 
without apprehension for next year. 

The budget is chiefly open to criticism for its omissions. It was presented 
a few weeks after the Governor of the Reserve Bank had drawn attention to 
the fundamental disequilibrium in South Africa’s international trade position, 
due to the fact that while its main export, gold, has a stable price, the cost 
of its imports continues to rise, and to the consequent fact that it also now 
has a considerable dollar gap and a dwindling gold reserve. In such a situa- 
tion the reimposition of Import Control seemed to be called for. Mr. Havenga 
has, however, rejected this—at least for the present—and has contented him- 
self with proposals for a reduction of the statutory gold-reserve ratio from 
30 to 25 per cent, and for a change in the method of calculating that ratio. 
These expedients are not likely to inspire confidence. 

He also gave no indication in his budget speech of how he proposes to 
finance his Loan Account. His Loan Estimates amount to over £71,000,000, 
against which he can set last year’s surplus of £8,900,000, and {12,500,000 
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in respect of receipts normally credited to that account. The rest he will have 
to borrow. It appears that his attempt to convert a 3# per cent loan to a 
2% basis on a 16-21-year term has been a failure. This means that a further 
amount has to be borrowed to pay the unconverted portion. It means also 
that higher interest rates than have been paid of late must be offered to draw 
much money from the South African investor. 

In these circumstances oversea borrowing seems to be indicated, and since 
what South Africa is short of is not sterling, but dollars, preliminary explora- 
tions have been taking place into the possibility of placing a loan in New 
York, which would serve at once to bridge the Union’s dollar gap and to help 
to finance its Loan Account. It will be interesting to see whether, especially 
in the present international situation, New York is prepared to consider such 
a loan, and if so, on what terms. 


South Africa, 
October 1948. 





NEW ZEALAND 


EXCHANGE APPRECIATION 


N August 19 Mr. Nash, Minister of Finance, followed his budget state- 

ment with one of the most dramatic moves in recent New Zealand 
history. Leaving his printed text and reading from notes too secret or too 
recent to have been entrusted to typists, he announced that New Zealand 
currency had been restored to parity with sterling. Since 1933, when the 
rate was raised from {110 amid bitter controversy, it had taken 125 N.Z. 
pounds to buy {roo sterling. Overnight this 25 per cent loading was 
removed—a change greatly exceeding the 10 per cent allowed without per- 
mission to members of the International Monetary Fund, to which, however, 
New Zealand does not belong. 

The move found critics completely unprepared in New Zealand as over- 
seas. Everyone agreed that it would have far-reaching effects on external 
relations and on our internal economy, but few seemed clear as to how it 
would work out on the balance. Essentially it was a move to check the 


rising cost of living, with corresponding pressure for higher wages and 
benefits. 


“The choice had to be made between two main alternatives”, said Mr. Nash. 
“One was to follow the upward spiral of prices—and increased incomes—followed 
by further increases in prices. The other course was to find a way of reducing 
costs. A large proportion of the:high prices and costs operating today is due to 
increased prices for imports. Price increases in other countries have been con- 
siderably greater than in New Zealand, and this disparity has been accentuated by 
New Zealand’s high exchange rate. Everyone understands the truth that the end- 
less and futile chase of income after prices brings only disillusion and disappoint- 
ment. They will therefore share the Government’s conviction that it was better 
to increase the purchasing power of existing incomes and bring down the cost of 
living. It was vitally necessary today, and today was the best time to do it.” 


The suitability of the timing depended partly on the generally admitted 
fact that the New Zealand pound had recently been seriously undervalued 
in terms of sterling or dollars, but it was mainly a matter of the present 
position of the farming community. Here Mr. Nash’s line of reasoning was 
broadly as follows. The high exchange rate was introduced in the depths of 
the depression to help the farmers, but the farmer to-day no longer needs 
an artificial “support”. Prices are good, and the farmer is held to be safe- 
guarded by measures taken along the lines that Labour advocated in 1933 
as an alternative to exchange depreciation, notably by guaranteed prices. 
The farmer’s income from butter, cheese, meat, tallow, wheat and other 
products is already protected in such ways, and the recent long-term con- 
tracts at improved prices give stability for a long period. As for the wool- 
growers, who have hitherto stood outside this procedure, the Government 
has plainly offered to bring them into the same general pattern. That is, 
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they have been offered negotiations for a guaranteed price based on their 
costs of production, with a “reasonable” allowance for the capital and 
labour involved. Along these lines Mr. Nash reached the conclusion that 
the alteration in the exchange rate could injure no one, and on the contrary 
would spread throughout the community the solid benefit of lower costs of 
production, with a substantial drop in the cost of living. 

This formula looked too good to be true, and in fact there has inevitably 
been a good deal of criticism. The change threatens our small export trade 
with countries other than the United Kingdom—for example, with Australia, 
the Pacific Islands and perhaps countries of the Far East. It also places 
our exporters at an apparent disadvantage with their Australian competitors. 
The farming community is naturally suspicious, whether or not it fully 
endorses the forthright claim recently made that the change robs the farmers 
of a round £33 million in the present year. Unless something is promptly 
done it is certainly true that producers of fine wool in particular face an 
immediate loss. This would be a further blow to those who have only wool 
to market: the farmers of the marginal hill lands, the deterioration of which 
has caused a great deal of anxiety lately. In more general terms, the Govern- 
ment’s critics have little doubt that the change was made without the really 
thorough grasp of consequences and formulation of detailed policies that 
should precede such a major step. Political pressures within the Labour 
party as well as strictly economic arguments may well have helped to 
precipitate action. However, the general trend of press and parliamentary 
discussion tends cautiously to the view that a good case can be made out 
for what was done, though with considerable reservation as to whether 
25 per cent was necessarily the right degree of alteration, and as to whether 
adequate attention has been paid to other measures which should be used 
simultaneously in the struggle against inflation. A period of uncomfortable 
adjustment is inevitable, but even journals by no means friendly to the 
Government expect that the ultimate result will probably benefit the 
community as a whole. It should also tend to make New Zealand a more 
favourable market for the British exporter. 

Whether exchange appreciation will achieve its object of substantially 
reducing the cost of living, and of slowing down the campaign for higher 
wages, remains to be seen. The exchange move has been warmly praised in 
trade-union circles all over the country, but there is evidence that there will 
still be strong pressure for better wages from industrial labour. The return 
to parity will plainly strengthen the hands of those in the movement who 
question the wisdom of pressing at this time for sweeping wage increases; 


but whether it will enable them to prevail is a matter of internal labour 
politics. 


The Budget 
HE budget itself was for a time overshadowed in the public mind by 
Mr. Nash’s last-minute bombshell, and indeed contained little that was 
surprising. There had been considerable demand among some sections of 
the community for an “incentive” budget—one that would tempt private 
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enterprise to greater productive efforts by reducing taxation and otherwise 
increasing the prospects of profit. No one felt that such arguments had 
made much impression on Mr. Nash, and in his budget statement he said 
that a strong case could have been made for the maintenance of taxation at 
a high level as a means of reducing the gap between purchasing-power and 
the supply of goods. His basic theme was “that until the effects of the war 
are more fully dissipated, we must all make some sacrifice (in New Zealand 
it is not heavy) in the interests of ourselves, our successors and our kinsmen 
and others overseas”. He acknowledged, however, that some further relief 
was called for in view of “the prolonged financial strain of the war”, and 
made certain tax concessions to “give relief where it was needed most”. 
The most important of these concessions was probably the personal rebate 
of £10 on each individual’s income-tax assessment; a concession that will 
cost {3,250,000 in revenue and remove 125,000 persons from the roll of 
taxpayers. This and minor tax concessions will cost the Consolidated Fund 
£4,000,000 in the current year. To this figure should be added the reduction 
in Customs revenue of £1,000,000 expected as the result of our ratification 
of the General Agreement on Tariffs and Trade. Even so, the total remission 
is not very great, but Mr. Nash was inclined to apologize for reducing taxes 
at all, rather than for not reducing them enough. He said plainly that the 
community was spending too much on current consumption, and urged all 
to bear in mind the need for saving. Further improvement, he said, depends 
on lifting the level of production in the community as a whole. 

It may then fairly be said that New Zealand policy remains one of high 
taxation and high governmental spending. Consolidated Fund revenue is 
estimated at {114,867,000 (compared with {117,116,000 last year), of which 
£96,345,000 is to be provided by taxation, as against {96,099,000 last year. 
Expenditure is estimated at £113,573,000 (compared with £115,330,000), 
leaving £1,294,000 for supplementary estimates and contingencies. To get 
a true overall impression, however, it is necessary to take into account the 
Social Security Fund. Last year this fund had a revenue of £26,274,000, 
apart from the contribution from the Consolidated Fund of £16,000,000, 
and spent £40,443,000. This year its estimated revenue is {15,000,000 from 
the Consolidated Fund plus £30,000,000 from the Social Security charge, 
and £65,000 miscellaneous receipts. Estimated expenditure is £42,705,000. 
Combining the two funds, the approximate position appears to be this: 
total receipts last year were £143,390,000, and estimated total this year is 
£145,000,000. Total expenditure last year was £139,773,000 as against an 
estimate for the current year of £141,278,000, plus supplementary estimates 
and contingencies. Incidentally, these figures—indeed the budget as a whole 
—will have to be recalculated in view of the exchange adjustment, which 
deeply affects the spending of the State as well as of individuals. 

As to the general trends in Government finance, it may be noted that our 
overseas debt has been reduced by a further {14,000,000 through the repay- 
ment of a maturing loan in London. The Public Debt at March 31 stood at 
£598,891,000, of which £104,000,000 is still held in London, £779,000 in 
Australia, and £494,112,000 in New Zealand. These figures exclude Funded 
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Debt of £26,000,000 arising out of the 1914-18 war, which has hitherto 
been included in such statistics. Of current expenditure, £64,494,000, or 
not far short of half the revenue, is absorbed by social services. The cost of 
subsidies to stabilize prices has fallen by £3,000,000, but still stands at over 
£11,600,000. Defence expenditure has grown by over {2,250,000 to 
£11,666,000. This includes a payment of £1,000,000 to a new Air Defence 
Fund which will be used to buy first-line aircraft when they become available. 


Defence 

HIS increase, which means that New Zealand is now spending about 
one-twelfth of her revenue on current defence, is a recognition of 
deteriorating world conditions; and, indeed, there is no lack of awareness 
of the situation and its significance for this country. In this field there is 
something close to an agreed policy. The Prime Minister praised the stand 
taken by the United Kingdom and the United States in the Berlin “‘air-lift’”’, 
and New Zealand airmen have been sent to Europe to help. In a cautious 
but firm statement on the international situation on the eve of departure for 
the British Prime Ministers’ Conference he said plainly that there should be 
“no surrender and no retreat”, and laid the blame for the present deadlock 
in world affairs squarely on “the one great power” that was abusing the 
veto procedure. In all this, and in his outright promise: “If Britain asks for 
help in this present situation, or in any situation that may arise, New Zealand 
will help to the utmost of her capacity”, there can be no doubt that Mr. 
Fraser spoke for the Opposition as well as for his own party. Both parlia- 
mentary parties would agree in supporting Britain; and it should be added 
there is a clear appreciation of the credit due to the United States for her 
efforts to restart the shattered economy of Europe, and of the essential need 
for good relations between America and the Commonwealth as a whole. 
As regards related questions of defence, the problem is slightly more 
complex. There is a wide agreement that for New Zealand defence is likely 
to be in the future as in the past a matter of effort overseas, and in most 
serious discussion it is emphasized that in this matter New Zealand is a Pacific 
as well as a European country. For this reason there have been consultations 
not only with Australia but with Fiji, and in his statement on foreign affairs 
Mr. Fraser emphasized the problem of a treaty with Japan almost equally 
with that of Germany and Europe. In July and August the press insisted 
that the Malayan crisis directly concerned this country, and there is certainly 
a continued awareness that our fate may be settled by allied policy in Japan. 
New Zealanders returning from the occupation forces in Japan, wrote the 
Auckland Star on August 10, should help to prevent “‘a relapse into that 
almost blind complacency and apathy which were so nearly fatal to this 
under-populated country. New Zealand, as one of the Pacific countries to 
whom peace in the Near North is essential, is committed to active participa- 

tion in all that pertains to order and good government in this region.” 
Recognition of defence obligations (including those to U.N.) is an inevi- 
table consequence of widening horizons. As to how New Zealand may 
carry out her obligations in this wider field, there is not quite the same 
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agreement. In particular, the Government has not yet pronounced its policy 
on the vexed question of conscription in peace-time. Broadly speaking, 
public opinion seems satisfied with what is being done for the Navy and the 
Air Force; but the Army lags. Enough volunteers have not been forth- 
coming to carry out the plans announced by the Government last April,* 
and there is a vigorous campaign in the press and by the R.S.A. for the 
reintroduction of conscription. The Minister of Defence has said that in 
his view this will be necessary, and the Prime Minister is plainly sympathetic. 
On the other hand, there is widespread opposition to the suggestion, more 
particularly among trade unions. According to its critics peace-time con- 
scription is undemocratic, economically wasteful, and the wrong kind of 
preparation for modern war, which needs highly skilled technicians rather 
than partly trained masses. 

Mr. Fraser’s difficulty is plain, since relations with the industrial wing have 
for some time been somewhat doubtful. On September 22 last the Prime 
Minister attended a meeting of the National Council of the Federation of 
Labour and pleaded with them to postpone discussion of defence till his 
return from London with fuller information. He gave the Council an 
undertaking that he would then “take the people into his confidence and 
make known the circumstances of the world situation”, and it was agreed 
that if necessary a special conference of the Federation’s affiliations should 
be called to consider the position. On this understanding the Council 
appealed to the workers “‘not to be misled by groups that were endeavouring 
to formulate the defence policy of the Labour movement”, and agreed to 
the postponement that the Prime Minister had asked for. Incidentally, on 
this occasion Mr. Fraser apparently expressed the view that “‘pressure of 
events might make voluntary enlistment insufficient”; and he has subse- 
quently indicated that the Government might take the quite unusual course 
of holding a referendum on the matter. 


The Commonwealth and the World 
T the time of writing Mr. Fraser is in London attending the Conference 
of Prime Ministers, from which a good deal is hoped. Mr. Menzies, 
Australian leader of the Opposition and former Prime Minister, stated 
forcibly a point of view that is very close to New Zealand’s in his forthright 
plea for closer Commonwealth co-operation: “If Britain is to speak with a 
voice of power she must, by every process of pre-consultation with the 
British Dominions, be put in a position to speak as one with her sister 
nations of the Commonwealth. ... It is as an Empire group that we acquire 
our greatest immediate value to the world.” This small and distant country 
is very conscious of the desirability of belonging to some community which 
can speak with a voice of power, and looks to the forthcoming Conference 
as an instrument by which the necessary consensus of opinion can be fortified 
in peace-time. 
“T have great hopes that much good will result from the Conference”, 
Mr. Fraser told Parliament on September 28, and “that there will be even 
* See THE Rounp Taste, No. 151, June 1948, p. 727. 
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greater unity and stronger bonds between the constituent parts of the 
Commonwealth and the Empire, and a sense of solidarity that is absolutely 
essential to the security of our various British countries at the present time”’. 
This does not imply any surrender of individual rights of judgment, or any 
renewed interest in a formal constitution for the Commonwealth. But it 
does mean a determination to make the most of existing Commonwealth 
techniques and perhaps improve them—there has been press discussion, for 
instance, on methods of improving representation in London, perhaps 
through a resident Minister—and presumably it means an endeavour, if 
necessary by mutual concession, to seek for common policy. 

A further important point which it is expected will be discussed at the 
Conference is the relationship of the Commonwealth to the Western Union. 
Mr. Fraser had not much to say in this field in his general statement before 
he went abroad, but a pulling together of the peace-loving democracies of 
western Europe would be quite in line with New Zealand’s general attitude. 
At the same time there are two questions eminently proper for discussion 
in a gathering of Commonwealth Ministers: the extent to which Britain 
should commit herself to a European organization, and the possible effect 
on Imperial Preference of the economic aspects of the Western Union, It 
is obviously desirable that Britain’s policy in this respect, which may prove 
of great importance in the organization of a saner world, should be taken 
after full consultation and if possible as an agreed step of Commonwealth 
policy. 

New Zealand, 

October 1948. 


TWO VIEWS OF EMPIRE 


UNDER the above title a number of the articles on the structure of the 

Commonwealth, which have appeared in THE Rounp Taste during the 

present year, have been reprinted in pamphlet form. The pamphlet may 

be obtained through any bookseller or direct from THE Rounp Taste, Ltp., 

15 Ormond Yard, Duke of York Street, London S.W.1. The price is one 
shilling, post free. 
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Decide how much you want to save in a year. Divide 
the total by twelve. Sign a Banker’s Order Form instructing 
your bank to buy this amount of National Savings for you 
every month. The Bank will do the rest free, and without putting 
you to any more trouble. 

You can make a single purchase of Savings Certificates 
or invest a regular monthly sum in this way. In ten years’ time 
each 10/- Certificate becomes 13/-. With Income Tax at 9/-, 
that’s an increase equal to a taxable yield of £4.16.8 per cent. 
If you are paying more than 9/- in the £ the investment is even 
more attractive. 

You can hold 1,000 Units of the new Savings Certificates 
in addition to holdings of Certificates of earlier issues. Ask 
your Bank for an Order Form. 


SAVE—The Bank Way 


Issued by the National Savings Committee. 
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